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PREFATORY NOTE TO THE SECONE 
EDITION 

The first edition of tliis book, published in 1904, was 
based VE2P lectures, delivered to the students of the 
London School of Economics and Political Science in 
the course of that year. They were an attempt to 
provide a brief and, so far as possible, unpartisan sketch 
of the development of tariff policy in Germany, the 
United States, and France, and of the forces, political 
and economic, which have determined its course. 

The opportunity offered by a second edition has been 
utilised for an extensive revision. Besides the correc¬ 
tion of some errors, typographical and other, the r.tatis^tics 
have been re-cast and extended; some additions JiaVe 
been made to the original narrative and the foot-ifotesj 
further references have been added, and the biblio¬ 
graphies enlarged. Moreover, since 1904 there have 
been important developments of tariff policy in all three 
countries: the new Gerdian Commercial Treaties and 
Tariff entered into effect in 1906, th^ Uijited States 
Tariff was remodelled In 1908, and a new French Tajrifi 
has come into force in the present year. Fortunately 
the proceedings in all these cases have tak^ place in 
full publicity—this was especially so in regSird to the 
tariff revisions in the United States and France—and it 
has consequently been possible to g^e in additional 
chapters some aaeouqt of theso developments, recent as 
tl^y are. 


vii 



hopeit that in its new form the wOTh may prove’'; 
to have retained its oril^nal character, and to ev^ 
■^more useful to students of economic problems. ^ 

P. A. 


London, 

April, igio 


PREFATORY NOTE TO THE THIRD 
EDITION 

In the present edition the character and form of the work 
remains unchanged, but the narrative has been carried 
up to the outbreak of the European War of 1914-1918, 
by the addition of a chapter on the United States Tariff 
of 1913, and the inclusion of statistics relating to the 
years 1909-1913. A few notes have been added and 
a few passages rewritten, and minor changes made in 
consequence of the time which has elapsed since the 
publication of the second edition. 

The narrative necessarily ends with the commencement 
of the Great War, which suspended altogether the normal 
economic life of two of the States whose tariff policy is 
considered in this book, and for the United States, as 
for the rest, of'’the world, created trade conditions in 
which tariff policy played no part.' 

P. A. 


London, 

/«««. (920. 



CONTENTS 

PM3S 

PREVATORY NOTE TO THE SECOND EDITION - - ' 

PREFATORY NOTE TO THE JNHIRD EDITION - - - vUi 

PART I 

GERMANY 

CHAPTER 

I. THK FORMATION OF THE ZOLLVEREIN - 

n. THE BEGINNINGS OF PROTECTION AND THE FIRST 
CRISIS ------ 

III. THE SECOND CRISIS AND THE COMMERCIAL TREATIES 

IV. THE ZOLLVEREIN AFTER THE TREATIES—THE COM¬ 

PLETION OF FREE TRADE AND THE REACTION 

V. THE ATTITUDE OF THE ECONOMISTS - 

VI. GERMAN COMMERCIAL POLICY TO 1894 

VII. THE REVIVAL OF THE PROTECTIONIST MOVEMENT. AND 
• THE NEW GENERAL TARIFF - - - - 

VHI. THTe ECONOMISTS AND THE NEW TARIFF POLICY 
IX. THE COMMERCIAL TREATIES AND THE CONVENTIONAL 
TARIFF OF 1906 — ECONOMIC DEVELOPMENT OF 
GERMANY TO THE EUROPEAN WAR—CONCISION - 
A BRIEF BIBLIOGRAPHY . , - - 

PART II 

THE UNITED STATES 

X. THE ORIGINS OF AMERICAN COiSmERCIAL pq^ICY - I33 

IL THE GROWTH OF ••ROTgCTION ANI> THE COMPROMISE 

#*OF 1833 - - . - - - 149 

ix 


3 

i6 

27 

37 

49 

> 

71 

91 

109 

128 



VAOB< 


X CGNT^fS 

CHAVrRlt 

ni. COMPROMISE, PROTECTION AND REA'CTION—ECONdtMIC 

DEVELOPMENT OF THE UNITED STATES TO i 860 */?l6l 

IV. WAR TAX.^TION AND ITS RETENTION FOR PROTECTIVE 

‘ PURPqSES^ - - - - - 176 

V. POLITICAL parties AND THE TARIFF—ECON^IC PRO¬ 

GRESS OF friE UNITED STATES TO 1890 ' - - 192 

VI. THE NEW THEORY OP PROTECTION AND THE McKINLEY 

TARIFF ...... 202 

VII. THE WILSON AND DINGLEY TARIFFS - - - 213 

VIII. THE UNITED STATES AND RECIPROCITY—ECONOMIC 

i> 

PROGRESS OF THE UNITED STATES, 189O-I908 - 224 

IX. THE TARIFF OF I909 . - - - - 237 

X. REACTION AND THE TARIFF OF 1913 - - - 252 

A BRIEF BIBLIOGRAPHY .... 265 

PART III 

FRANCE 


I. FRENCH COMMERCIAL POLICY FROM 1789 TO 1830 - 269 

;i. THE MONARCHY OF JULY .... 282 

III. THE SECOND REPUBLIC AND THE SECOND EMPIRE— 

THE COMMERCIAL TREATIES . - - - 293 

IV. COMMERCIAL POLICY, 1870-81 .... 307 

V. PROTECTION FOR AGRICULTfJRE—THE FRANCO-ITALIAN 

TARIFf/iVAR—SUBSEQUENT ECONOMIC PROGRESS - 319 

4 

vr. THE TARIFF OF 1892 AND IjUBSEQUENT DEVELOP¬ 
MENTS - - - - - - 331 

Vn. THE TARIFF OF I9IO _ . 3^7 

A JrIEF BIBLIOGRAPHY - - . ^ - 336 


INDEa - 


357 



PART I 
GERMANY 




MODERN TARIFF HIWOR1? 

CHAPTER I 

THE FORMATION OF THE ZOLLVEREIN 

At the close of the Napoleonic wars Germany was in 
a state erf the utmost political and economic confusion, 
and the Congress of Vienna did little to remedy the evil. 
It gave the new Germanic Confederation a constitution 
vague and impracticable, and it ofiered np efiective 
means of dealing with the most pressing problem, tlat 
of economic reorganisation. One of the worst results 
of German particularism was the existence of a separate 
customs system in each of the thirty-nine states, many 
of them very small, which composed the Confederation? 
and, moreover, commerce was hampered in ever}' con¬ 
ceivable way, not merely within the boundaries of the 
Confederation, but also within the larger of its constituent 
states, such as Prussia. In that kingdom there were 
jiearly sixty different local tariffs with a total of nearly 
two thousand eight hundred classes of goodsin some 
of its provinces, particularly in the western part of the 
monarchy, the importation of foreign manufactures 
and products was allowed free or on paj^ent of only 
moderate duties, in others it was either absolutely 
prohibited or subject to extremely heavy duties. The 
multiplicity of customs barriers made administration 
costly and inefficient, and there was much petty smug¬ 
gling.® * 

The first reforms came in Prussia wth thS Tariff 
Act of i8i8. Its authors—fliilow, the Minister oj 
Finances, and Maassen, who was respdRsible for the 
deta^s of the tariB—were greatly influenced by the 
' Zimmennann, % p. i. * Bowring, p. 2 . 
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economic ideas of Adam Smith, which were at that time 
making their way in Germany; the internal''customs 
barriers were abolished, and the whole tariff policy 
reformed in l^e direction of the establishment of greater 
liberty of tiaae and commerce. Under the jiew system 
the importation of raw materials was to be free; afi average 
duty of 10 pox' cent, was imposed one manufactured 
goods, whilst “ colonial produce ” and wine were to 
pay up to 30 per cent.; and there were to be moderate 
duties on the transit of goqd^ passing through Prussia 
to other states. The gener^ level of duties was some¬ 
what higher in the eastern provinces than in the western. 
There was also to be an excise levied on the consumption 
of certain goods in Prussia itself. The tariff so adopted 
was more liberal than any continental tariff of the time, 
and in some ways the new policy was more advanced 
than that even of Great Britain.* Germany was pre¬ 
dominantly agrarian, and the north-eastern part (the 
country of the great landowners), in particular exported 
substantial quantities of agricultural produce to foreign 
markets. A considerable part of the agricultural popu¬ 
lation of Prussia was therefore directly interested in the 
promotion of foreign trade, and so were also the coast 
towns on the Baltic with their extensive carrying trade. 
Manufactures were developing slowly; they had receive 4 
some stimulus from the “ continental system ” of 
Napoleon, but the new tariff gave only a moderate 
protection to the home njanufacturers, who were by 
no means satisfied with it; and it contained no prohibitions 
of impoft except in regard to salt and playing-cards, 
which were Government monopolies. It had one peculi¬ 
arity—the new duties were not levied on the value of 
the imported goods, but consisted of a fixed charge on a 

‘ Sclynoller, Grundriss, ii. p. 611, observes that such a reform 
was rendered possible only by the fact that Prussia was then an 
absolute nuHiarchy; in a (^')nstitutional state the protectionist 
influences wou!^ have been too strong. He ascribes the new policy 
to the position of foreigji affairs, which rende^d anything like 
a tariff war inadvisable; a desire toa^oidfausesof friction with the 
other German states; financial needs; and the influence of tlte new 
economic ideas. 
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given wpght or measure of each commodity. These 
** sJ4^fic ” duties were at first on the average about 10 per 
cent, bn the estimated value of the goods, and remained 
not at the same percentage, but at the/same actua^ 
amount, ^whatever changes occurred in respect of the 
value. This procedure had the advantage of simplicity; 
it was not nec&sary to provide a staff expert valuers 
at all the customs stations. On the other hand, there 
was the distinct disadvantage, which later was severely 
felt, that there came to be.aaipa^licular relation between 
the value of the commodity and the duty; if the value 
of the giten quantity of a particular article declined 
for any reason, the old duty might become extremely 
heavy; whilst, on the other hand, if the quality improved, 
and with it the value, the duty became proportionately 
so much smaller. So that the duties tended to become 
much more protective for goods of inferior quality than 
for the better class of commodities.* 

The new tariff came into force on January ist, 1819, 
and in the same year a policy was inaugurated which 
was destined to have the most far-reaching results. 
In the kingdom of Prussia there were no less than thirteen 
" enclaves,”—^petty states or parts of states completely 
surrounded by Prussian territory. All of these attempted 
• 

In the report of Dr. (afterwards Sir John) Bowring, who 
visited Germany to report on the Zollverein to the British Govern¬ 
ment in 1840, it is stated tliat the effect of the fall in prices Since 
1818 and of some increases of dujy had been to make the duties 
on some kinds of manufactured goods anything from 20 to 100 fer 
cent., so that in some cases they became absolut^ prohibitive. 
These duties had come to beiigher on goods of coarA quality 
than on fine qualities; the actual duties on cotton goods varied 
from 30 to J20 per cent., and on some classes of woollen goods 
from 20 to 50 per cent. (pp. 3, 53, and 279). Friedrich List 
welcomed this effect of the Tariff, because it gave protection to 
'' arUcles of common use, which every land can best manufacture 
for itself, and of which the home manufacture, on acimunt of 
its great amount, is most important for the country ” (Shippel, 
p. 86; cf. also Schmoller, Grundriss, pp. 6, 12). fliis system 
has been commonly adhered to throughout German tariff legis¬ 
lation, as in Grtftt Britain since the gniddle of last century, 
tnain 1 ;b because of its silperier administrative advantages. For 
an ac(»unt and criticism of the alternative method of ad valorem 
lutics, see p. 153 and pp, 211-212 infra. 
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to maintain customs systems of theif own, and %s a r^idt 
came into sharp conflict with Prussia, whose newtarifi 
with its reformed and strict administration against them 
roused con^erable indignation in Germany. It was, 
however, impossible for them permanently to^ resist the 
pressure, and in 1819 the little principality of Schwarz* 
burg-Sondershacsen accepted Prussia’s offer to take 
over the administration of its customs, and in return 
to give it the right of trading with Prussia free from all 
restrictions, and a propM’wa^ of the total joint customs 
revenue. But the particularist sentiment ruling in most 
of the German states was in general strongly hostile to 
such a course, and it was only very slowly that the other 
enclaves followed the example; in fact, the next instance 
was not till 1823. 

The policy of Prussia, as exemplified in the agreement 
with Schwarzburg-Sondershausen, was to take the 
absolute control of any union which might be formed; 
but it was quite evident that, whatever the small states 
might do, the larger states would not agree to any such 
arrangement. All clung to their independence; the 
small .states would not subordinate themselves to the 
larger, save under compulsion, and scarcely any state 
was willing to consider the economic interests of the 
whole Confederation as superior to its own private aim^; 
there was, in fact, an incessant commercial and industrial 
war. But already there were signs that the people were 
becoming weary of thesi? conditions. Early in 1819, 
Nebenius, dn official of Baden, issued on behalf of his 
Government a memorandum “on the economic condition 
of Germany. He pointed out that, though that country 
suffered from the tariff systems of its neighbours, it 
suffered still more from the commercial policy of its own 
component states; the only real remedy w'as the formation 
of a leagup of the Germain states, the abandonment of their 
protective jjolicy against each other and the adoption of 
a common tariff against foreign cc'.mtrie's. At the same 
time it would be necessary for the German stites to 
bring their systems of internal ttxation into something 



afilffoacfeng uniformity. It is this memorandum which 
has\iven Nebenius the credit of being the father of the _ 
idea Of the later Zollverein, but the idea was not confined 
to him. In April, 1819, a deputation of ^Aijnufacturers 
and others, chiefly from the South German states, ap¬ 
peared at the. Federal Diet to urge the adoption of a ■ 
similar policy: that deputation represented a commercial 
and trade union, which had been formed two or three years 
before, largely under the lead ^shjp of Friedrich List, 
and, unlike Nebenius, it was avowedly protectionist in 
the interests of German industry. Unfortunately, the 
Federal Diet was hopelessly weak, and exercised practically 
no influence on the policy of the various states; it could 
do nothing in the direction proposed, and reform had to 
come in another way. 

The southern states set to work to attain the desired 
end by treaties among themselves; it was absolutely 
necessary for them to do something, since they were 
harassed in the north by the growing Prussian Union 
and in the south by Austria—both with their transit 
duties. So there began a series of conferences between 
the southern states at Darmstadt during the years i8ao 
to 1823 on schemes to resist Prussia, and to combine on a 
common tariff policy—conferences which had no practical 
result, but at their close " offered foreign countries a 
new and pitiable picture of German confusion, and of the 
triumph of petty particularist interests over the common 
good.”^ The failure of the conferences wafi followed by 
a new tariff war in Southern Germany, and su<A a con¬ 
dition of affairs could not* long continue. WUrttemberg 
in particular was untiring in its efforts to improve the 
situation; it called a fresh conference at Stuttgart (1823 
to 1825), which was again unsatisfactory and produced 
no immediate result. Recourse was then had to separate 
treaties. Already in 1824 an agreement had been made 
between Badeo and Hesse-Darmstadt, jtBd also one 
netw^en Wiirttemberf and the Hohenzollern principalities 
n its midst. Early in 1825 Wiirttemberg and Bavaria 
‘ Weber, p, 34. 



8 T«i£ POKMATION UF TiOi ZOfifiTEKKtN 

had agreed on a scheme of Custcrfns Union tAer ic^t 
administration, and they now tried to get Baden, Hfesse, 
Electoral Hesse and Nassau to join them. These 
negotiatioi^ fjilcd, but in April, 1827, a provisional agree¬ 
ment, confirmed and completed in January of the-foUowing 
year, establishci^ a Union of Bavaria aiifl Wiirttemberg 
on the basis of a common tariff, abolition of duties on 
commodities passing between the two contracting 
countries, joint administration of the customs, and 
division of the net process''6f the duties according to 
population. 

Prussia had not failed to follow the course of these 
negotiations, or to learn the lesson which they taught. 
Until this time, it seems that the Prussian statesmen 
had not thought of a larger union, except (as already 
indicated) in the form of a customs system under the 
direction of themselves alone. They had treated the 
other enslaves, which had united with'them—Schwarz- 
burg-Rudolstadt, .Saxe-Weimar, Lippe, Mccklcnburg- 
Schwerin—just as Schwarzburg-Sondershausen; the small 
states were given no share in the management of the 
Union. “ In the south, on the other hand, Bavaria 
and Wurttemburg had fully realised the idea of a union 
with equality of rights for all its members, including 
independent administration and complete reservation 
of all individual rights, without prejudice to the necessary 
unity of the whole and to the common end in view. 
Clearly this^ystem must commend itself to the Govern¬ 
ments of the minor states rather than the Prussian plan, 
which involved some loss' of independence.”* The 
Prussian rulers saw the danger, and changed their policy. 
In February, 1825, less than a month after the completion 
of the treaty between Bavaria and Wiirttemberg, and 
largely because of that treaty,^ an agreement was made 
between Prussia and Kesse-Darmstadt, which laid the 

> Weber, p. 61. ^ • 

’ "The political purpose luad trkimpaed over the fearaof the 
Prussian financiers, for, shortly before, on the i8th of jSnnaty, 
Bavaria and Wurttemberg had finally^completed their Customs 
Union ” (Zimmermann, i. p. 53). 
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jfbuiida^^ of the later Zollverein. No changes were 
to'tib mde without mutual consent, and Hesse kept 
cotool of the customs administration within its own 
area. • . , 

Event^ now moved rapidly. In August, hSaS, some 
of the minor states, including Hanover, Brunswick, 
and the two HSnse towns, Hamburg wii Bremen, formed 
a Middle German Commercial Union, under the leadership 
of Sa.xony, chiefly to resist tl^ pressure of the two 
existing unions. But the r-?v.";f.'ganisation was inchoate 
and shortlived; it had no definite policy or purpose beyond 
that of rl'sistance, and found no means of reconciling 
the interests of its constituent members. In fact the 
small states were in an impossible position, and their 
difficulties were intensified when in May, 1829, an agree¬ 
ment was made between the Prussian Union and Bavaria 
and Wiirttemberg, on the basis of reciprocal reduction ol 
duties to the extent of 20 to 50 per cent, on many com¬ 
modities, the approximation of the two customs systems 
to a common form, and yearly conferences. The Middle 
German Union was brealdng down; its members were 
showing an inclination to draw near to the Prussian 
Union or the Southern Union, as suited them best, and in 
1830 Saxony intimated to Prussia its desire to enter 
into negotiations for its entry into the Prussian Union. 
The collapse was completed when Electoral Hesse joined 
Prussia in 1831—an event of considerable importance, 
since the geographical position of that state between 
the western provinces of Prussia and Hesse-D^rmstadt 
could establish or prevertt the real effectiveness of the 
commercial alliance of these two. The Northern and 
Southern Unions now drew together, and the final negotia¬ 
tions commenced. They were most delicate and difficult, 
for there were many diverse interests to be reconeikd. In 
Prussia itself the sea-towns and ^e agricultural provinces 
were favomable to freedom of trade, and the manu¬ 
facturers desired protection; the tformer, however, had 
the u^per hand. The northern states of Germany, and 
specially the Hanse towns, supported the liberal policy 
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and so did the great commercial centre of FralikfurtjOn- 
Main. In Saxony, the traders of Leipzig inclined tolrards 
union with Prussia, since they sympathised with the ideas 
•which underlay her tariif the manufacturers there were 
dissatisfifeci with the amount of protection which the 
1 Prussian tariff offered, though there was the compensating 
advantage of tK(; opening of the Prussian market for 
their products. Ihc southern states were divided in the 
same way. Morcoves^. the manufacturers of Prussia 
felt that they would fie~^iously menaced by the in¬ 
creased competition, on equal terms, from the industries 
of Saxony for example, which must follow a complete 
union. The division to be made of the proceeds of the 
tariff was also a difficult matter, for the consumption of 
" colonial produce ” per head was much greater in Prussia 
than in the south; and, further, some of the smaller states 
were strongly averse to the surrender of any sovereign 
rights.® The Prussian ministers were by no means 
optimistic, but the negotiations were carried to a successful 
issue, partly because of economic considerations, and 
partly because political motives on the part of Prussia 
made her conciliatory—these latter were in fact the 
determining consideration.® The work was done by 
Maassen, now Minister of Finance in Prussia, and Von 

‘ In 1822 the inequality of the duties in the eastern and western 
provinces of the Prussinri moiicirchy htid been pTHCticnlly nbolishedf 
and the duties themselves reduced. Further reductions had Ijeen 
made in 1825 and 182S (Bowring, pp. 13-14). 

• It is curiovs to observe how indifferent Austria was to these 
negotiations; Metternich and his colleagues did not regard them 
as dangefous, and did not believe^that they could be successful. 
They might possibly have drawn the southern states towards 
Austria by commercial treaties, but the efforts which they made 
in this direction were scarcely serious, and altogether ineffective. 
Great Britain, on the other hand, was fully alive to the danger 
which threatened her position in the German market, and 
attemp^d to check the formation of a great German customs 
area by treaties with various small German states. The treaty 
completed With the free city of Frankfurt did for some time 
prevent that«£ity from joining the Zollverein. France made 
a number of attempts to detach the smaller«states, especially 
those along the Rhine, by the offer of^pccial tariff treatment, 
but without success (Weber, p. 105). * 

® "The anxiety of the economist liq^ been forced to yield to 
the hopes of the statesman ” (Von Treitschke). 
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Mleg| who represented Bavaria and Wiirttemberg. On 
the aand of March, 1833, Bavaria and Wurttemberg 
joined the Prussian Union, and the example was im¬ 
mediately followed by Saxony.^ Negotiations.had mean¬ 
while been going on with Hcssc-Cassel and the Thuringian 
states, and in May of the same year they also gave their 
adhesion. 

The Zollverein, so formed by a'^sefies of treaties, and 
including seventeen states with •‘5 population of some 
twenty-three millions, came into force on January ist, 
1834. Policy was to be determined from time to time 
by an annual meeting of representatives of the constituent 
states, but any change required unanimous approval; 
this (though probably unavoidable in view of the tenacity 
with which the several states clung to their independence) 
was one of the weak points of the organisation—a pro¬ 
posal, approved by all the states chielly concerned, might 
be vetoed by one of the least important members of the 
Union. A common tariff (based in the main on the 
rates in force in Prussia) against all states outside the 
Union, and the abolition of all duties on goods passing 
between the various members, were the fundamental 
principles; but each state kept its own commercial code, 
its own patent laws (with the right to tax commodities, 
coming from other members, wliich would infringe patents) 
and its own government monopolies. The proceeds of the 
customs duties were to be divided amongst the states 
in proportion to population. The tariff r^es imposed 
moderate duties on manuf^tured articles, and duties for 
revenue on colonial produce, and gave freedom of import 
for raw materials and some manufactured articles re- 

‘ " In fact, Saxony had scarcely any course to take but to join 
the Union. She had lost many of her richest provinces by the 
peace; she was hemmed in by unfriendly tariffs; her manRfactur- 
ing population found insufficient outkts for their prqjiuctions ” 
(^wring, pp. 33-4). “On the whole, Saxony is tlie portion of 
Germany which h^s most profited by the Commv-fcial League, 
for in Saxony manufactuyng industry vMs most developed, and 
in the •ompetition with other states of the League Saxony had 
the vantage-ground. To her especially it has opened a market 
of 26,000,000 of consumers^ and closed the gates to a great extent 
agaj^st foreign rivaJs " {ibid., p. 37). 
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qmred for industry. Much still remaned to be (d®ne 

before the Zollverein became a unified commercial and 
industrial organisation, but the foundations were firmly 
•laid.‘ c . 

Several important states still stood aloof, particularly 
the northern states—Hanover, Brunswick, Oldenburg, 
Holstein, the twosMecklcnburgs, the three Hanse towns 
and Luxemburg—^wi+h Baden and the important com¬ 
mercial city of FrankWt. Some of these did not long 
remain outside the Union; the accession of the isolated 
Grand-Duchy of Baden, realised by its Government to 
be inevitable after the breakdown of the Middle German 
Union, was delayed only till May, 1835, by the hostility 
to Prussia of some of its political parties. In the same 
year Nassau joined the Zollverein, and the example 
was followed by Frankfurt after long and difficult 
negotiations at the beginning of 1836. In the next five 
years a number of small and not very important territories 
—such as Waldeck-Pyrmont and Lippe-Detmold—^were 
included in the Zollverein without receiving the rights 
of independent members. Most of the larger states 
which persisted in their independence continued to act 
separately, but in May, 1834, Hanover, Oldenburg and 
Brunswick, whose interests were nearly identical, formed 
a union of their own, called the Steuerverein. 

Almost immediately after the completion of the work 
of organisation, attempts .were made to place the rela¬ 
tions of tht- Zollverein with the neighbouring states 
on a more satisfactory footing. The diplomatic repre¬ 
sentation was entrusted to Prussia, but the first efforts 
were by no means successful. The negotiations with 
Russia, which pursued an almost prohibitive policy, 
failed completely, as did those with Austria ;* whilst the 
2k)llverein was distinct^ worsted in a conflict with the. 
Government of Louis Philippe in France.® The chief 


% 

‘ Schmoller, Grundnss, ii. p. 61* 

• The details of these negotiations can be read in Zimmermann, 
i. pp. 138-52. 

3 Ibtd,t p. 162. 



f&aties 4 ct«aily completed were with Holland and 
jireit Britain. In the former case there was something 
ike a short customs war; the Dutch Government desired, 

1 commercial treaty, and to enforce its desire, and partl]^ 
also to protect Dutch agriculture against German com¬ 
petition, it imposed higher duties on grain in October, 
1833. The Zdfiverein replied by the imposition of higher 
duties on Dutch sugar, and by the ^.fclition of privileges 
enjoyed by Dutch vessels on th^^hine. Negotiations 
for a treaty then began, but broke down over the sugar 
question, since the growing sugar industry in Germany 
was strongly hostile to any concessions to Holland in this 
matter. So at first it was only possible to make an 
agreement in 1837 in regard to shipping, which put the 
vessels of the two nations on an equality. Negotiations 
continued, however, and in the beginning of 1839 a further 
treaty was completed, which reduced a number of duties 
on some Dutch dairy produce, sugar and rice, whilst the 
Zollvcrcin obtained reductions in the Dutch duties on 
wine, grain, stones, timber, and a number of classes of 
manufactured goods. But it was speedily felt in the 
Zollverein that the concessions made to Holland were too 
great, and certainly there is in this case no sign of the 
skill which subsequently characterised the conduct of 
German commercial negotiations. Consequently the 
treaty was denounced by the Zollverein less than two 
years later. The treaty with (heat Britain, completed 
in March, 1841, was also limtted to the mailer of shipping; 
it exempted Prussia from many of the restrictions con¬ 
tained in the English N:tvigation Acts, and on the whole 
was of some benefit to Germany, whilst Great Britain, 
in return, got the same reduction in the duties on sugar 
and rice as had been granted to Holland. The treaty 
was not popular, in the southern states particularly, and 
came to an end in 1848. 

In 1841 the formal renewal of the Jfollverein took 
pla^. It was perlecljy clear that its institution had 
been of the utmost benefit to the constituent states;- 
industrial and commercial development had been greatly 
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stimulated; many of the causes of inter-state^dispu^es 
had been removed, and Governments and people dKke 
were on the whole well satisfied.^ The only difficulty at 
the renewal was caused by Prussia, for the financial 
arrangements of the Union had benefited the. smaller 
^ states, but had reduced the revenues of Prussia, and her 
statesmen were ^omewhat dissatisfied, *■ though they 
recognised fully thK^dvantages which they had gained.^ 
But the difficulty wal\not insuperable, for no one was 
anxious to break up the Union; certain additional financial 
arrangements were made, not quite satisfactory to 
Prussia, but accepted by her, and the Zollverein was 
renewed on May 8th, 1841, for twelve years. Immediately 
afterwards there came fresh additions of territory. Bruns¬ 
wick was discontented with the action of Hanover in the 
Steuerverein, and quitted that organisation in 1842; in 
the same year it entered the Zollverein. So did Lippe- 
Detmold and Schaumburg, and, much more important 
still, Luxemburg, which, though in dynastic union with 
the kingdom of Holland, was Itself a member of the 
Germanic Confederation. In the last case special arrange¬ 
ments had to be made to prevent the Dutch Government 
making use of the position of Luxemburg to influence the 
pohcy of the Zollverein, and so the representation of 
the Duchy in tlie councils of the Union was entrusted 
to Prussia. 

* “ The Commercial League in fact, the representative of a 
sentiment widely, if not universally, spread in Germany—that of 
national unity. It has done wonders in breaking down petty and 
local jealousies, and has become atfoundation on which future 
legislation, representing the common interests of the German 
people, ay undoubtedly be hereafter raised. .. . The Zollverein 
has brought the sentiment of German nationality out of the regions 
of hope and fancy into those of positive material interests ” 
(Bowring, p. i). For an extremely interesting contemporary 
criticism Bowring’s Report, see List, System of National 
Economy (translated by Lloyd), chap, xxxiv. (published in 1844). 

* " Although Prussia does tiot fail to recognise that its subjects 
have shared in<i£hc general advantageous results of the Union, 
yet the position is altogether different yfhen Hewed from the 
financial standpoint ” (Circular of the Prussian Govermtient, 
1839; quoted in Weber, p. 185). It would have been inadvisable 
to refer to the political advantages accruing to Prussia. 

e 
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One Ither important event of this period, which it 
\wU be convenient to notice here, was the treaty with 
Belgium. It was desirable that the relations between 
that country and the Zollverein should be^as amicabk 
as possible, since a great part of the German import and 
export trade passed over the Belgian railways and through* 
Belgian ports? For the purposes of ^negotiations, then, 
the Belgian Government was in a ?tl-ong position owing 
to this fact, and also because if/^geographical situation 
enabled it to play off France against Germany. The 
result was the treaty of 1844, by which the Zollverein 
gave reductions of duties on commodities coming from 
Belgium, and on some articles of Belgian origin (par¬ 
ticularly iron); whilst Belgium, on its side, guaranteed 
the existing freedom of transit for goods coming from 
or going to the Zollverein, and established certain pre¬ 
ferences for German products. The shipping of the two 
nations was put on an equal footing. Weber, the chief 
historian of the Zollverein, holds that the treaty chiefly 
benefited Belgium, since she gained easier access to 
German markets with her iron, whilst the Zollverein 
got no new concession of value, and he adds that Prussia 
would never have yielded so much but for the fear of a 
Belgian alliance with Francebut the Zollverein had 
secured freedom of transit for its goods through Belgium, 
and the establishment of an entrepot at Antwerp, and 
these were matters of no small importance.^ 

‘ Weber, pp. 213, 214. > ZimmcrmaiA, i. p. 278. 



CHAPTER II 


THE BEGINN’hJCxS OF PROTECTION 
AND THE FIRST CRISIS 

During the early years of the Zollverein there had 
been only a few increases in the customs duties,^ but 
after 1840 there was a marked upward tendency in the 
tariff rates, owing to a distinct movement towards Pro¬ 
tection, which found its scientific expression in the 
writings of Friedrich List,^ and particularly in his System 
of National Economy, published in 1841.^ His doctrine, 
that Protection is necessary to enable a nation to pass 
from the purely agricultural condition of society to a 
higher stage of combined industry and agriculture,^ 
that the encouragement of " production ” was less im¬ 
mediately important than the development of “ pro¬ 
ductive powers,” and that if Germany was to make 
economic progress in the face of the overwhelming 
industrial supremacy of Great Britain, a reasoned policy 

of Protection was essential—this doctrine found ready 

« 

1 E.g., on cdtton and woollen yarn from six to eight thalers 
jrer cen tner, and on the finer qualities of bar iron from one thaler 
to three thalers. * 

® List, “ the prophet of our railways, Chambers of Commerce, 
and Eastern colonisation Naumann, Millet Europa (Engl, 
trans., p. 223). . 

* The best account of List’s work and teaching will be found in 
M. E. Hirst, Life of Friedrich List (1909). 

* “ In short, history and statistics alike prove the correctneM 
of the dictuoi expressed by tire ministers of George I.: that nations' 
are richer animore powerful the more they export manufactured 
goods and iinport the means of subsistence %nd raw materials. 
In fact, it may be provifd that entjre aations have been ruined 
merely because they have exported only means of subastence 
and raw materials, and have imported only manufactured goods 
(List, System of Political Economy, traift. Lloyd, p. 218). 
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in the industrial circles of the Zollverein. 
List pointed always to the example of Great Britain, 
whose long-continued policy, he held, had been to secure 
the home market for its manufacturers, jto encoxirage 
the increase of “ productive powers ” by the free ad¬ 
mission, not^of foreign goods, but of foreign workmen^ 
and to bear a temporary loss for tl^ sake of an ultimate 
gain. This policy had laid thQ*lioundation of Great 
Britain’s industrial power, and ite called on Germany to 
follow the example.^ 

The practical demand for the application of List’s 
doctrine came from the manufacturers of iron and the 
cotton-spinners, who had already secured some increases 
of the customs duties on imports competing with their 
products; and over this proposal there arose, between 
1841 and 1850, the first real struggle between the rival 
policies of Free Trade and Protection. In the case of the 
iron producers, the call for increased duties was due 
largely to over-production in England and the consequent 
reduction of the prices of Enghsh iron in the continental 
markets to a point at which continental manufacturers 
could not compete with them. There was a great 
increase in the importation of iron into Germany, from 
0 9 million centner in 1839 to 2 6 millions in 1842, and 
4-2 millions in 1843. In 1839 the German iron works 
produced 78 per cent, of the total amount consumed in 
Germany, whilst by 1843 their share had fallen to 45 per 
cent.^ The cotton-spinning industry hall been growing 

^ “If any nation whatever is qualified for the establishment of a 
national manufacturing power, it is Germany. . . . If any nation 
whatever has a right to anticipate rich results from a protective 
system adapted to her circumstances, for the progress of her home 
manufactures, for the increase of her foreign trade and her navigar 
tion, for the perfecting of her internal means of transport, for 
the prosperity of her agriculture, as also for the makitonance of 
her independence and the increase of her power abroad, it is 
Germany. Yes, we venture to a*ert, that on th« devolopment 
of the German protective system depend the qjastence, the In¬ 
dependence, ai»d the future of the German nationality " (hist, 
Sys^m of Political Ec<fnorHy, trans. Lloyd, p. 425). For a gener^ - 
statement of List’s view see below, pp. 50 seq., and 55-6. 

* Bering, Geschichle 4 ,er preussischdeutschen Eisenxolle von l8j8 
fit tur Gegenwart {1882). 
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rapidly in Prussia, Saxony and the south-western states 
since the establishment of the Zollverein, but it was not 
yet firmly established, and in 1843 the import of cotton 
ycm was mofe than double the home production. The 
request for protection for these two industries naturally 
led to a sharp conflict of interests betw,een the pro¬ 
ducers and the consumers of the two commodities. 
There was a growing demand for industrial machinery, 
and the manufacturers ■ were opposed to any policy 
likely to increase its cost; and to the producers of cotton 
goods (an industry which had made rapid progress of 
recent years, and supplied one of the chief exports of the 
Zollverein) an ample supply of British yam was an 
absolute necessity. The division over the question was 
also territorial. On the whole, the north was in favour 
of Free Trade. The attitude of the Prussian Government 
was determined in the main by the agricultural and 
commercial interests. Large quantities of agricultural 
produce, chiefly grain and timber, were exported, especi¬ 
ally to Great Britain after the repeal of the Com Laws; 
and, on the other hand, the landowners needed agricul¬ 
tural machinery and feared an increase in its price as a 
result of the proposed higher duties; so that the Prussian 
Conservatives, whose strength lay in the agricultural 
districts, were, unlike their English contemporaries, 
strong advocates of freer trade. The Baltic ports— 
Dantzig, Stettin, Elbing, Kqnigsberg and others—were 
engaged in the export of grain and timber, and were 
opposed to anything which might tend to restrict trade 
These influences were strong enough to overcome any 
inclination on the part of the Prussian Government to 
accede to the demands of the iron producers of the Rhine 
province. The two great Hanse towns (Hamburg and 

‘ Schippel points out that, in the absence of a well-organised 
railway systedi, the sea made fcreign markets nearer to the lands 
along the Baltic 4 han were the inland territories of the Zollverein. 
Even with the developmenr of means of commdliication this is 
true of some parts of Germany to-day; tor ifome years before 1^914 
it was a cause of complaint that British coal could be conveyed 
to Berlin (by sea and canal) more cheaply 4 han German coal from 
Upper Silesia (by rail and canal) or Westphalia {by rail). 
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gretne^ t6ok the same line; both had a large trade with 
Sreat Britain and America, exporting linen, timber, 
[ninerals, woollens, glassware and wines, and importing 
manufactured goods, tobacco and colopial produce 
^eneraliy. Frankfurt, which was the great entrepot 
[or British trade, also stood firmly on the Free Trade side? 
Saxony was carried the same way by the influence of the 
traders of Leipzig and the cotW-wAvers, whose industry 
far exceeded in importance that of the spinners. The 
Thuringian states followed the lead of Pmssia and Saxony. 
Brunswick and Nassau supported Prussia largely because 
the financial results of the 2k>llverein had been for them 
50 favourable that they were unwilling to break with 
tier. 

The southern states, on the other hand, were dis¬ 
tinctly inclined to Protection. Bavaria wavered; it 
was difficult for its government to decide between the 
rival spinning and weaving industries, but it was carried 
into the protectionist movement by the personal authority 
of King Ludwig I., who seems to have been influenced 
chiefly by political considerations. Wiirttemberg and 
Baden, however, were anxious for the protection of the 
cotton-spinning industry, which had been most successful 
in those territories; and they were supported by Hesse. 

The conflict continued for several years, and was 
particularly keen at the annual conferences. After 
the Karlsruhe Conference in 1845 feeling was so strong 
that Prussia was accused of being undlily under the 
influence of Great Britain. On the other side, the 
Prussian Government had declared, as early as 1842, 
that the southern Governments took too narrow a view 
of the economic interests of Germany as a whole, and 
were unduly swayed by the cotton-spinners, who were 
suffering from bad organisation and the o^er-hasty 
development of their industrj*^ Both side^ gave way 
somewhat, and by 1850 the duties had beeif considerably 
incr^sed. In 1843 4 he» duty on Wtain kinds of cotton 
yam was increased by 50 per cent.; in 1844 a small duty 
‘ Zimmermann, i. pp. 190 and 200, 



20 mji JBlWjlWJNlWUS UP 

w&s imposed on pig-iron, hitherto admitted free, aawi 
there were slight increases on iron bars and rails. In the 
same year the duties on various kinds of wooUen goods 
’CVerc increased 33 per cent., and those on gold and silver 
articles and leather gloves were doubled. In 1&46 there 
•were still further increases on all kinds oj cotton yam, 
linen yam and twist, and some other commodities. 
On the other hand, beiwever, ihei'c were reductions in the 
duties on a number of raw materials, and in the transit 
dues in 1850. It must be remembered also that the 
changes in the price of commodities (and there had been 
a very marked fall during this period) had not been 
followed by any corresponding change in the amount of 
the duties which, as already pointed out, had been fixed 
according to the value, thirty years before, of a particular 
quantity ot each commodity. The result was that 
duties which had been quite moderate originally had 
now come to be in some cases almost prohibitive.^ It is 
impossible to say how much further the movement 
towards Protection would have gone had it not been for 
political considerations, and particularly the problem 
of the relation of Austria to the Zollverein. 

The Austrian Government, under Prince Mettemich, 
had paid little attention to the negotiations for the 
formation of the Zollverein; its attempts to interfere 
had been unimportant, and its whole action in the matter 
had been marked by that complete indifference to 
ecbnomic questions which was its peculiar characteristic 
amongst the Governments of^ Europe. Its own tariff 
policy was protectionist, or rather in many cases pro¬ 
hibitive. But after 1833 even Mettemich awoke to the 
danger which threatened Austrian authority in the 
Germanjc Confederation from the growing influence 
of Prussia, and, as time went on, he realised that the 
economic Ibadership of tlfat state in the Zollverein might, 
without great difficult, lead to politicaj predominance 

‘ Michaelis, Komtnissionsbericht uber denpreussischfratud^schen 
Handelsvertragentwurf, quoted in Scbipiyl, pp. 135-7; note an 
p. 5, supra. 
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aleo. In 1841 the Austrian ministers began to consider 
the possibility of the adhesion of the Austrian Empire to 
the ZoUverein, but came to the conclusion that Jor the 
time being, at any rate, it was impractiaable, partly 
owing to the stipposed impossibility of abandoning the 
policy of higjj Protection, and partly because of the' 
peculiar position of Hungarj', wliich was not in economic 
union with tlie rest of the Empire.^ But from that time 
onward the problem was always under consideration, and 
tljf discussion became vigorous after the renewal of the 
2 k)llverein- In Austria itself the manufacturers clung 
to the protective policy, but in the community as a whole 
there was considerable dissatisfaction with it; and, further, 
the Austrian statesmen were more and more impressed 
by the political necessity of checking the Prussian advance. 
Consequently, the Austrian efforts were now directed 
towards forcing an entrance into tlie ZoUverein, or, 
as a less preferable alternative, towards destroying it. 
These efforts became much more vigorous after the 
events of the revolutionary years 1848 and 1849. For 
one thing, the action of the National Assembly at Frank¬ 
furt, in offering to Frederick William IV. of Prussia 
the Imperial Crown of a Germany from which Austria 
was excluded, had brought home to the Austrian states¬ 
men the extreme weakness of their position; and further, 
Mettemich had been succeeded by one of the ablest 
and strongest ministers Austria has ever had. Prince 
Schwarzenberg.^ Moreover, tlie condifions in the 
ZoUverein were not unfavourable. It has already been 
pointed out that difficidties had arisen between Prussia 
and her colleagues in 1841 over the division of the 
customs revenue, and the dissatisfaction then created 
in the southern states had been increased by the, growing 
preponderance of Prussia. They were therefore not 
unwilling to admit Austria, p;Trtly to keep *Prussia in 
check—thus adopting in the 2JoUvcrcin that policy of 

» VTeber, p. 244. * * 

• Prussian diplomacy had received its severest blow in the 
Trea^ of Olmutz in November, 1850, on the questions of the 
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" balance ” which had reduced the Confederation eto 
impotence—and partly because they desired support 
for their protectionist policy. They w’ere, however, 
lhampcred by" the knowlcclgc that, with the comparatively 
small consumption of imported goods in Austria, any 
division of the customs revenues on the fid lines would 
seriously reduce their revenues.^ Tn 1849 the Austrian 
Government began to put forward proposals for the 
complete economic union of GH-rmany and the non- 
German territories of the Austrian monarchy. It pro¬ 
posed, that is to say, the establishment of a •complete 
industrial state, including a large part of Middle Europe 
and a population of over seventy millions; in this state 
neither the commercial, nor the industrial, nor the 
agricultural class would bo predominant, but a tariff 
policy was to be adopted which would equally saft guard 
all three.^ 

TIic Prussian Government from the first realised 
the political effect of an acccptaiu'e of these proposals, 
and set itself resolutely to oppose the admission of 
Austria. The most striking manifestation of this was 
its action in regard to Hanover. It has already been 
mentioned that in T844 Hanover had formed, particularly 
with Oldenburg and Brunswick, a Stcuervercin in the 
north. Since then there had been constant disputes with 
Pnissia, which continued even after the adhesion of 
Brunswick to the Zollvercip, an event destructive of the 
effectiveness ‘of the Northern llnion, and seriously crip¬ 
pling Hanover by cutting her tciritory in two. Negotia¬ 
tions had been going on for years between Prussia and 
Hanover, Imt without success, owing to the excessive 
demands made by the latter; but now suddenly Prussia 
gave wjiy, and concluded in September, 1851, a treaty 
in which she accepted most of the conditions which 

• Thus in ('ioleber. i,Sc;i, licn.st dodared that, for financial and 
economic reasons, S.ixonv could nol leave the Zollverein; and 
Bavaria and Wnrlteniberg reqnesfvd TVnstna to guaranipc the 
maintenance of then existing recenucs (Zimmermann, i. p 3 .‘)S)- 

* The chief Austrian official advocaie was Bruck, the Minister 

of Commerce. m 
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sh% had hitherto decisively rejected. Hanover received 
permission to import iron rails free of duty, and a guaran¬ 
tee of a larger share of the customs revenue than she 
would ha\e received on the basis of population. The 
treaty vw,s advantageous to Hanover in many ways, 
since it was c]^;arly impossible for lier much longer to 
maintain her economic isolation; and for Prussia also 
the results were of great importance. For, in the first 
place, the alliance with Hanover secured the connection 
of her torritoiies, even if tlie Zollvercin should bi'cak 
up; and secondly, it strengthened the Free Trade party, 
as did the treaty between Prussia and Oldenburg eaily 
in the following year.' But the treaty was with I’russia 
—not with the Zullverein; it was therefore necessary for 
Prussia cither to force the other slates to accept the 
treaty, or to break uj) the Zollvercin and throw herself 
into union witli the northern states alone “ 

Negotiations for the renewal of the Zollvercin had 
already begun imd('r tlie ti-rins nf the treaty of 1841, 
and they were complicated by the simultaneous dis¬ 
cussions with .\ustria. In foim, the controversy arose 
over the procedure to be adopteil Prussia insisted tliat 
the renewal of the Zollv’ciein, witli the acceptance of the 
treaty with Hanover and tlie various nifalilications of the 
tariff required by it, or considered necessary after the 
experiences of recent years, must precede any treaty 
with Austria. The southern />tates, on the other liand, 
wished the negotiations with Austiia to fte comiileted 
before the settlement of yie future consfitution of the 
Zollvercin, since those negotiations might mean the 
admission of Austiia. it is not ncfcssary to follow in 
detail the couise of the e.vtremely involved proceedings 
of the various conferences which agitated (jcrmai^ from 
September, 1851, to Apiil, 1855. Whilst endeavouring 
to secure the treat}- with the Zolh-^rein as a whole?, Austria 
was secretly preparing the way loj the fornuition of a 
union *0 include hersc'If And the South (merman states, 

‘ Neither 1 tano\ er nor Oklcnburg had any industries to protect. 

* fcVeber. on. 201. 207. 
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in the event of Prussia refusing to give way and breaking 
up the Zollvercin.^ The Prussian statesmen, on their 
side, as we have seen, were preparing for this and planning 
•a new union in the north. Neither side was anxious to 
take the decisive step; but the current ran, strongly 
agamst Prussia, partly because of the distrust inspired 
by her unyielding attitude, and partly owing to the 
superior statesmanship of Schwarzenberg, until the 
death of that statesman in April, 1852; after that date 
the action of Prussia became more decided. At the first 
conference of all the states of the Union of Betlin in the 
same month, Manteulfcl, the Prussian Minister-President, 
declared uncompromisingly the determination of his 
state to settle the question of the new constitution of the 
Zollverein before making any treaty with Austria. In 
May the Prussian iMinistry published a note, in which 
it asserted tliat Piussia had not sought in the Zollverein 
any financial or political advantage, but simply the 
promotion of the economic progicss of (iermany, and 
expressed its willingness to negotiate with Austria for 
an extension of that .system; but ie]>eated that it was 
absolutely necessary to deleimine the aiea and policy of - 
the Zollverein before any useful action could be taken in 
that direction. It condemned strongly the methods 
of the southern states in entering into secret relations 
with Austria, and lamented the bad impression which 
the sight of the internal discord of Uennany must make 
on foreign nations. But neither the southern states 
nor Austiia weie (unviiicttl of the sincerity of the 
Piussian declaiatitms, and as they jieisisted in their 
policy, the Prussian tjo\einment tliought itself compelled 
to play its last caul, and consequently announced in 
September, 1852, that it considered the general negotia¬ 
tions for the renewal of the Zollverein at an end, and hence¬ 
forward ^could only diseiiss treaties with separate states. 

* The conh-'rcnces hetween Austria and th_e Zollverein states 
began in Janiiaiy, it'SJ.'iit Vienna. !’■ iissia irnd the Tliuringian 
state.s were not lepre.sented , the juiblic negotiations were ii?'regard 
to the Zollvciein treaty with .\nstiui. Init at tlie same time there 
were pnv.ite contereiaes loi the loniiatioli of a union without 
Prubsia (Ziniiueruiann, 1. p. 371' 
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Cut by this time both parties were prepared to give 
way. On the one side, Prussia was not anxious to carry 
out her threat, and was beginning to realise that her 
obstinacy had been carried too far; Nvhatevciiher states¬ 
men miglit say, they could not fail to recognise the political 
advantages which the Zollvcrcin had given them, and 
they could not aflord to run the risk of an alliance between 
A.ustria and the southern states. Further, it was doubtful 
whether Hanover was prepared to go the whole way with 
Prussia, who w'as more dependent than she cared to admit 
on the action of that state. (Jn the other side, Von 
Beust and Von den Pfordten, the Ministers of Saxony 
ind Bavaria and the leaders of the policy of the south, had 
become aware that the coininercial and industrial classes 
of their states were doubtful as to the advantages to be 
gained by union with Austria alone, and were not pre¬ 
pared to sacrilice the economic benefits of the Zollverein 
for the sake of the political aims of the tiovernments. 
The conferences with Austria had been by no means 
jatisfactory; the attempts to find a basis of agreement 
[or the rival interests liad so far failed. A more con- 
nliatory attitude was adopted on all sides, and Prussia 
mtered into diiect relations with Austria without waiting 
for the settlement of the problem of the Zollverein. 
Progress then became rapid, and in February, 1853, 
i treaty between Prussia and .Austria was signed for 
:welve years. The entrance of Austria into the Zollverein 
vas postponed, but it was agreed that in •i8()o a joint 
:omniission .should be appointed to coiisidei plans foi her 
:omplcte admission; meanwhile, tlu‘ two contracting 
sarties undertook reciprocal favoured treatment of each 
)ther. Many commodities, chiefly raw and semi-manu- 
'actured gooris and manufactures of small value, were to 
pass between the two contracting stales free from any 
iuty; and the duties on such SrticUs as cotfon yarn 
ind goods, chemicals, iron and metal goods (?f all kinds 
ixceptmachinery, glass* agricultuidf produce, linen yarn, 
voollen and silk goods, and many other manufactured. 
lonijnodities were reduted 25 per cent. 'Hie terms of 
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the treaty were to extend to all states in customs union 
with Prussia and to the Italian possessions of Austria.^ 

The treaty was a compromise favourable to Austria, 
since it w'tis the kind of arrangement usually made 
to prejKire tlic way for a complete union. Bift Prussia 
had gained tinu;, and she had secured ,the renewal of 
the Zollverein; tlurefore the tieaty on the whole gave 
general satisfaction in (lermany." In the following April 
the Zollverein was formally rencw'ed by a series of 
treaties which made various modifications and rearrange¬ 
ments, but in the main continued the old conditions; 
and Hanover was included 

The years from 185.; to i860 have been described as the 
period of the stagnation(»f the Zollverein. The protectionist 
movement was satisfied for a time tlie treaty with Austria 
did not greatly dev('lop trade between the two countries,'* 
but theie was a considerable growth of (lerman industry; 
and the t('mi)or.iiy lailure of Pfussia to get her own 
way seemed to put an end to anv danger of the adoption 
of the jiolicy of idee I'ladt' whicli th.it state was supposed 
to repie.sent. 'I'he mutual distrust inspiied by the con- 
llict left its efiects, and in spite of numerous attempts 
fiom various sides at the annual conferences, no serious 
changes were made in the policy or adminstration of the 
Zollverein. Hut by i860 the political and economic 
conditions had alike changed, it was necessary for 
Piussia to tijki' decisive action if Austria was to be kept 
out of the Zolh'ei'ein. I'he new coimneicial policy of 
the westei n slates n ndei ed .1 lecoiihidei a lion of (iermany’s 
own pi>licy ine\ liable, and furnished Piussia W’ith her 
most elfecti\e weapon against her rival. 

* In the Irciily tluae w.i.s ,i clause wlui'li liainiicred Germany for 
some tipie lly Ait i\' , it one of the two contracting parties 
rcilueecl the duty cm .1 eoininodity coming from a third state, 
not in ree.eipl ol fa\ oured^ liealment at the dale of the treaty, 
then the othei p.irty > onUl impose a dllt^• equiealent to the reduc¬ 
tion on all g\jods ol tli.it kind eoiiiing tioni tlie stale which had 
made the reduction Weber, p, .33,^ Schippel, p. 138. 

< Tlie exjiorl of law materials from Austria to tlic tel^itories 
of the Zollverein inereased bonievvhat, the export of manufactured 
goods remained almost stationary. 1 tic increased exports from 
the Zollverein to Austria were chiefly cotton and woollen 
iron and metal goods. 
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THE SECOND CRISIS AND THE 
COM M !•: RCIA L T REATIES 

Tiir: ye.ii^ rSOi to iSCj are filled hy tlu> second great 
crisis in the liistoiy of the Zollverein. and in many 
respects the phenomena of tlie former crisis were repeated. 
Economic and political consideratimis were again in¬ 
volved, and political aims to a large c.xtcnt again 
determined commercial policy.^ 

The treaty with Austria had provided for the com¬ 
mencement, about the year ibbn. of negotiations for the 
admission of that state to the Zollverein. Hut in order 
that tliere might he any real prospect of those negotiations 
being brought to a successful issue, it was necessary on 
the one side that the finances of the Austrian Empire 
should be brought into order, so that when the time for 
negotiations came she might have a fice hand, and that her 
protective policy should be to some extent modified; 
and, on the otlier side, that the Zollverein should not 
follow a policy so liberal as to frighten Austria away.* 
None of these conditions were realised; fd^ tlie war of 
1859 and the loss of Lombardy h.rd again brought Austrian 
finances into disorder, and, moreover, between 1853 and 
1862, the protectionist party had regained strength, 
and practically none of the reforms contemplated in the 
treaty of 1853 with the Zollverein had been carried out.^ 

* *' Justified as was the gciienil (.ourse of German tariff |X>licy 
in the period i>SOo-i873, it must be Jllmitted that it^as deter¬ 
mined far more tiy reason.s of liome parh.imen tary and party 
politics, by considerations of foreign po'icy, and by a somewhat 
exaggciyitcd devotion to*pute tlieory, than by any scientific 
investigation of the actual i>osition or German industry ” 
(Schmoller, Grundrtss, ii. hi5). 

* (Lotz, i. p. 10. * Weber, p. 399. 
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THE COMMERCIAL TREATIES 

From a purely economic point of view the Zollverein, 
in its endeavour to secure a large market for its agri¬ 
cultural and industrial products, might adopt either one 
'of two policies. It might adopt the plan put forward 
long before by the Austrian Minister of Commerce, 
Bruck, of forming a large area with Austrj^a with freedom 
of trade within and a strong policy of Protection against 
all outside. In this way a large home market would be 
secured, and an economic xmity created which would 
be self-sufficing in many respects. Or alternatively, the 
^Jollverein miglit adopt a more liberal taiiff p«licy, and 
establish closer commercial relations with the western 
states of Europe. 

The first of these alternatives was supported by the 
high protectioni.sts in the Zollverein-that is, by a con¬ 
siderable number of the manufacturers, especially in the 
iron industries, and by some of the South Oerman states, 
particularly Bavaria and Wiirltemberg; these had always 
advocated union with Austria, and represented to some 
extent in politics that “ Oreater ('icrmany ” party whose 
ideal was the establishment of a Oerman Empire which 
should include all the possessions of Austria, even though 
many of them were inhabited by peoples not of Gorman 
stock. There were great difficulties in the way of the 
realisation of this ideal, and the Austrian Government 
seems to liave lost about i860 much of its earlier interest 
in the matter; in i86r it ivdmitted that for the time the 
obstacles were almost insuperable.^ The second alter¬ 
native was supported by the,Free Traders, or rather by 
those classes who desired the lessened restriction of 
foreign trade, and by the anti-Austrian politicians of 
Prussia.” 

In t|je late fifties there was something approaching 
to a real agitation for Free Trade in Northern Germany. 
It foundT its theoretical expression in the writings of 

‘ Weber, p. 383. 

* An interesting, though discursive,^account of the “vrfreater 
Germany ’’and " Smaller Germany ’’policies and their effect upon 
tariB discussions will be found in tiNaumann, Mittel-Europa, 
especially chaps, i., ii., and vii. 
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pqnce-Smith, to whose energy and influence was due 
the foundation of the German Economic Congress, which 
gathered together after 1858 all the reforming forces. 
There was a^n admitted need for the amendment of the 
tariff; no readju'tment of the specific duties had been 
made to bring them into a more satisfactory relation to 
values. But the reformers desired to go fvirther than 
this; they wished the amendments to be made deliberately 
in the direction of greater freedom of trade. Much of 
their political strength continued to depend on the 
support ^iven to their ideas by the landowners, who 
wanted cheaper machinery and also the e.xtension of the 
English market for their grain. Germany was still an 
overwhelmingly agricultural country—at the beginning 
of the second half of the century two-thirds of her popula¬ 
tion were engaged in agriculture,^ and the proportion 
declined only slowly up to 1870; much grain was exported 
from the north, especially to Great Britain.® The Free 
Trade movement took its rise therefore in the agricultural 
eastern provinces of Prussia, but it was supported also by 
the weavers, who wanted cheap English yarn, by the 
middle class and small olficials, to whom the cheapness of 
many commodities was a matter of very great importance, 
and by the commercial classes and the seaports. On the 
other side, many of the manufacturers were beginning 
to feel that thev' were strong enough to do without 
miich of the protection they had hitherto enjoyed; some 
of them were already largely exporting •(for example, 
one-quarter of the produce of the woollen industry was 
sent abroad), and they vTerc anxious to get rid of any¬ 
thing which in any way hampered their relations with 
foreign markets.® Political circumstances in Prussia 
itself were changing; the moderate Liberals were be¬ 
coming predominant in the Parliament, an^ though 

‘ Voigt, in Handels- und MachtpoftHk, vol. f. p. 141.* 

• The average value of tlic surplus of grain exptff-ted over that 
imposed was estimated ^or J860-4 at 3^ mill. mks. (I.x)tz, i. p. 11). 

s Vffber, p. 389. In 1859 manufactured goods amounted, so 
far as values were concerned, to 4 of the total export (Lotz, i. 
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vigorously opposing them on the question ol tne 
organisation of the army, tlie Government was quite 
ready to use tlieir support for its anti-Austrian programme 
and was tljc-reforc favourably inelincd towards a com¬ 
mercial policy which comm('nded itself to them, and 
would repel Austria.‘ It found its opportunity in the 
necessity of dealing with the situation treated by the 
change which had come over the economic policy of the 
states of western hhuopi', and by the altered attitude of 
France. 

It has already been remarked that the trade ^relations 
between the Zollverein and France iindcr the Monarchy 
f)f July had been greatly strained. A long commercial 
struggle had now been going on for nearly twenty years.^ 
After the failure of negotiations in i8 >(), the July Monarchy 
had imposed very high duties on German goods; the 
Zollverein had replied in 1(84 > with retaliatory duties— 
increases on gloves, brandy, etc, - and most of these w'ere 
still in force. Negotiations up to 1851 had failed, and 
fresh attempts after 1833 had been eciually unsuccessful. 
In r86() Napoleon 111 ., by his own personal will and in 
spite of strong and gt'ncral opposition in France, had 
broken with Fieneh tradition.d j^oliey and made a com¬ 
mercial treaty with Great Biitain,'* which " ranks with the 
treaty which founded the Zollvciein, as perhaps the 
most important international event of the century in the 
sphere of economics.”' By the treaty Fiance undertook 
to impose on'an agreed number of British products no 
duties higher than 30 per cent., and after October, 1864, 
24 per cent., ad valorem : and theat Britain, on her side, 
undertook to abandon some duties and to reduce those 
on French wines. And further, both sides bound them- 

' Cf IjOtz, i. pp -iS-jo 

* Zininu'rm.'inn, 1 ])]). i(>i-2, 265-5, 305-5. 

® For cUyUuis ot tlie Trcag-, vuic pp 205 srq., infra. 

* Weber, p. 308. It is iiiteresling to nolRe the failure of this 
histoiian’s pAipliec}' in the following bentenee, written in 1871; 
" The impetus which ihib' tierily gavp tq the c ubtom.s jiolicv of all 
European countries is still far from emleil, is rather bc<i6ming 
stronger, and in all probability will end only by a complete change 
of the whole customs legislation.” 



THE FRENCH TREATY SYSTEM 


31 

s^ves to reciprocal “ most favoured nation ” treatment, 
that is to say, any tariff advantage granted by one of the 
contracting parties to any otlicr state was, ipso facto, 
to extend to the other contracting party also,^ The 
Britisli treaty inauguiated a series wliich covered the 
States oT \\\'stern Europe as a net. Tieaties were made 
by France wkh Belgium, Jtaly, Holland, Switzerland, 
Sweden, Norway and other countries, and of these the 
Belgian treaty, with its leciprocal reductions and pro¬ 
vision for mutual " nn^st favoured nation ” treatment, 
became the model for all the others. '1 he net result 
was that I'nince had one geneial or “autonomous” 
tariff, which appliral to all countiies with which special 
arrangements had not been made; and a treaty or “ con¬ 
ventional ” taiill, with rates of duty settled by treaty 
with any one country and then extended to all otlier 
treaty countries by the action of the “ most favoured 
nation ” clause. Must of the nations which entered into 
the system wc-re inliiu'nced paitly by the desire not to 
l(!t (ireat Ihitam seciiie gre.itt 1 advantages in France 
than they themsehes enjoyed, and paitly by the anxiety 
to do something to comjrinsate for the loss of part of the 
American maikit, owing to the Enited States high pro¬ 
tective tarill of 1861. 

The inauguration of this ticaty system in i860, 
and the avowed intention to extend it as widely as 
possible, made it absolutely necessary for the Zollverein 
to take action. Great Btifain generali.sad all the re¬ 
ductions which she had made in the h'rench treaty—that 
is, she extended them to*the jiroducts of all countries; 
but France only gave reductions to the treaty states. 

‘ " English industry had long rcai liotl a point whore it had no 
further need of protection against lorcigii conijx'tUion; in fact, 
the existing protc i lion was rallier a huideii. Already it jyas neces¬ 
sary for it to fight in tlie great wm M markets witli similar products 
of the groat industrial states, and ifc i.ould llicrefore^eabily face 
their competition in its own country, wlicrc all Uie conditions 
were favourable to^t. It was to be anticipated that this impulse 
would-drive other stat(»; t*» a reform' of their strict customs 
systems, and in this the English industry would assuredly find 
its benefit. The justice of this calculation has since then been 
coqupletely established ’’ (^Veber, p. 370). 
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Consequently the British and Belgian manufacture^ 
enjoyed an immense advantage over the Germans,^ 
and the trade of Germany with France was at the best 
only small, ^for, whilst it imported from that country 
goods to the value of i54,0()o,()oo francs, it sent her 
goods worth only 83,000,000 francs.^ The *German 
manufacturers hoped that by a treaty they would secure 
a greatly developed market in France for their iron and 
steel, textiles, leather goods, etc., many of which were 
practically prohibited by the French “autonomous,” as 
distinct from the “ convmitional ” or treaty tariff. 
France, on the other hand, communicated early in 1861 
her willingness to negotiate with Prussia, which was 
entrusted with the diplomatic representation of the Zoll- 
vcrcin, and Prussia readily accepted the invitation. 

It was clear, however, that the proposed treaty m\ist 
have much wider effects than the mere readjustment of 
trade relations with France. It must involve a read¬ 
justment of the whole Zollverein tariff, and to that there 
was no partici\lar opposition; in fact, the work of reform 
had commenced already—in March, i86r, the transit 
duties were abolished, and also a considerable number of 
the export duties. But of far greater importance was 
the probable influence of the contemplated treaty on the 
relations with Austria. 'I'lic Prussian statesmen realised 
at once that the grant of reductions of duties to France, 
and the establishment of “ most favotired nation ” 
terms with that country, would render impossible the 
continuance of the special relations, under the treaty of 
1853, with Austria, and would put an end to the idea of 
an economic union between Austria and the Zollverein.® 
Free Trade wa.s to be the most potent weapon employed 
by Prussia in her effort to exclude Austria from the future 
German* Empire.' The other states of the Zollverein 
realised this, and at onae a struggle began. 

‘ E.g., “ Ehgcd tools from treaty states pak^a duty into France 
of i8 francs per 100 kilo ,*but from yre Zollverein 100 fraiws; the 
duties on paper were respccu\-ely 10 and 160 francs, on irem tools 
12 and 60 francs ” (Schippol, p. 171). 

• Lotz, i. p. 37. ® Weber, p. 373' 


* Schippel, p. 17;^ 
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•It was, in fact, a repetition of the events of ten years 
before. The time for the renewal of the Zollverein was 
drawing near, and, just as on tlie previous occasion 
Prussia had made a treaty witli Hanover and insisted on its 
acceptance as a condition tlu^ renewal of the union, 
W'hilst the southern states had striven to make the ad¬ 
mission of Ausfria tlie basis of negotiation, so now Prussia 
pushed on the completion of tlie treaty with France 
in order to repel .Austria. And again she insisted that the 
new treaty should he accepted bv the other states if the 
.Zollvereiii wore to be continued. The treaty between 
Prussia and France was hastened admittedly for political 
reasons,* and was comph'ted on the 20th March, 1862, 
though the actual ratilioation did not take place till the 
following August, afti-r ajiproval liad been given by the 
Prussian Parliament. It was communicated immediately 
to the other (iovernmonts for their acceptance, and was 
speedily rejected by Wiuttemberg. Hanover, Nassau, and 
Hesse-Darmstadt; Saxony alone, abandoning her old 
policy, now threw herself on the Prussian side. The at¬ 
titude of the opposition was undoubtedly influenced by 
the proposal put forward in July by Austria for a com¬ 
plete union with the Zftllverein, the preliminary con¬ 
dition, of course, being the posiponement of any arrange¬ 
ment with France till after that event. To this Prussia 
would not accede, declaring herself bound, for her own 
part, to carry out the treaty. The southern states 
attempted, at the end of iAd2, to open flircct negotia¬ 
tions with France, but were rejected Meanwhile con¬ 
ferences on the renewal of the Zollverein were going on, 
but the dihiculties were gre.it. In November, t862, 
the Prussian (lovcrnment had declared definitely that 
it took the rejection of the French treaty by the southern 
states to moan their intention not to continue the 
Zollverein. After the conferehecs of the fifst half of 
1863 on the Aystrian question and the rcftcwal of the 

» * 

• Weber, p 386. 

• Schippel, p. 175, quoting Bismarck’s speech on the 26th 
December, 1862. 
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Zollverein had produced no satisfactory result, tfee 
Bavarian Government suggested the formation of a 
separate union from whicli Prussia and her allies should 
be exclude^, and which should come to terms with 
Austria on tJie basis of the treaty of 1853. Buj; it soon 
became apparent that only Bavaria and Wiirttemberg 
were prepared to go so far, and even in those states the 
Governments were not sure of complete popular support. 
After further complicated discussions, in which both 
sides attempted It) justify themselves before public 
opinion, but the [’iiissiau (■(.»¥(. rnment was handicapped 
by tlie impossibility of stating its real aims, Prussia, 
on the 17th l)eceml)er, ibtij, gav'e formal notice of the 
termination of the Zollverein. The other states now 
yielded, particulaily as Austria was now less inclined to 
push Ikt proposals. The conferenci's were renewed in 
February, 1864, and at the same lime Prussia began 
negotiations for a simple treaty with Austria. After some 
delay, on the nth April, iN()5, a treaty, containing not 
much more tlian the guarantee of simple “ most favoured 
nation ” tnaitmeiit, was made with Austria; and in 
May, after the acceptance in the pn'vious year by the 
southern states of the ITcnch treaty, the Zollverein was 
formally renewed.' In the same year treaties similar 
to the one with Aiistn.i were made with Belgium, tireat 
Britain (including her colonial possessions) and Italy, 
and the treaty with France, so long under discussion, at 
last came int6 force. The Zollverein had followed the 
example of the last-named country in its adoption of the 
system of “ autonomous ” and'" conventional ’’ tariffs. 

The series of treaties thus completed brought of necessity 
sweeping changes in the customs tariff of the Zollverein. 
Already,^ whilst the negotiations with France were in 
progress, but without particular reference to them, 
the tran.sif duties had Ix’t'n abolished, and all the parties 
to the treaftes now bound themselves tp maintain this 
policy for the future. Vurther, fhete had been a growing 
inclination to abandon the idea of helping those industries 
' Its practical renewal dates from October in the previous year. 
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fdr which the raw materials were produced at home by 
prohibiting or limiting the export of these commodities. 
In .no case was the method very effective, and in some 
instances, such as tlie leather urnl woollen industries, it 
could lx*shown to be harmful.■* Mo'^t export duties were 
now abolished, some remained, but were ieduced, as, for 
example, those on the materials requisite for paper¬ 
making. All the cojitiacting parties reserved to them¬ 
selves the light to piohibit expoit-', but under strong 
French pressure the Zollwiein agieed not to make use of 
this po\\1r in la gaid to coal. 

Much more inqiortant was the reduction of duties 
on impoits, and this picscntral the gicutest difficulties. 
For the insertion in mo^t of the treaties of the “ most 
favoured nation ” claii'i’ meant that any reduction granted 
by the Zolh'eu in to one power would haw' to be extended 
to all the others the Zollvi lein in granting to France 

redur'tious of on the < oininoditH s in wdtich that 

country was e'.peei.illy inteie^lid had to consider, not 
simply til. ii tlhcl on the impoit;. fioin that country, but 
also the ultimat< ethet of the neeessaiy extension of the 
reductions to similar commodities when imported from 
the United Kingdom or Uilgiiim, oi any other country 
enjoying “ mo'^t favouiod nation" rights. The re¬ 
ductions made under these roiulitioiis represented a 
deliberate policy of I'lee Trade, in that they were inspired 
by the desiie not only to promote trade gelations with 
the conti.eting slates, but abo to improve the tariff 
by the remoxal of anomali* '., and by abolishing protection 
wherever it a. cnied no longer uipiired. .^o the tariff 
was disencumbi-ied of duties which had no prcAcctive or 
financial results (as that on zinc, of which the Zollverein 
exported none and impoited much)," the dutiris intro¬ 
duced lor retaliatory purposes ^(usually without effect) 
and no longer important—as the surtaxes o*h French 

gcxid.s imposed m 18^2 and the duty on Russian tallow— 

t • • 

r Lotz, i. p. 4S- 

’ By the producticiri of zinc had become one of Germany’s 
mAit important metallurgical industries. 
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were abolished; and all the raw and semi-manufacturwi 
materials of industry were admitted free.^ 

On none of these matters was there much conflict 
of opinion, hut the case was different in regard to manu¬ 
factured commodities; some of the industries,.such as 
the iron trades and the cotton spinners, still clung fo 
Protection, and had strongly opposed the treaties for that 
reason. But their resistance was overcome, and a great 
number of reductions were made—the treaty with France 
alone had provided for i6i changes in the tariff, mostly 
in regard to manufactured goods. Thus the duties on 
cotton goods were reduced by 40-80 per cent., on silk 
50 per cent., on silk goods 45 per cent., on pig-iron 25 per 
cent., on leather 60 per cent., on leather goods 50 per cent., 
on sewang needles 80 per cent., on woollen cloth 60-80 
per cent., on line iidii goods 80 per cent., on pressed glass 
33 per cent." These changes, however, were not made 
on any definite plan—the tariff had never yet undergone 
a complete and systematic rcMsion; that might have 
followed, but the rapidity of the subsequent movement 
towards Free Trade rendered any reanangernent of the 
tariff necessary, by alnrost destroying it. 

‘ Lotz, i. pp. “ Weber, pp. 441-j. 
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THE ZOLLVEKEIN AFTER THE TREATIES— 
THE COMPLETION OF FREE TRADE 
• AND THE REACTION 

It is a striking testimony to tlic strength of the Zollvcrein 
and its hold upon CrcTinanj' tliat during the war of 1866, 
when the constituent states weie ligliting each other, 
the joint customs administration went on without 
interruptionT After the sjreedy termination of the 
struggle and tlie dr'struction of all jirosja ct of Austrian 
predominance in Oermanj', there came' a reform of the 
constitution of the Zollverein I)}- tlie treaty of 1867 
between the North German Confederation on the one 
side, and Ba\'aria, W’urttemberg, iCulen and Hesse on 
the other.” The system of a union of independent 
states, each possLs.sing the right to veto any proposal, 
was replaced by an organisation in wliich matters were 
decided by a majonly of votes—a change generally felt 
to be necessary on account of the innumerable difiiculties 
and delays wliich the old method li.ul called forth. The 
Zollverein, thus ieConstitutet. 1 , now included all the 
(icrman states except llamlniig <ind Bremen. The 
Customs LTnon Council (ZoUbundesiath) consisted of 
fifty-eight members, of whom Prussia had seventeen, 
and represented the old general conference; but to it was 
added a Customs Parliament (ZollpaiTement) comfiosed of 
members of the North German* Parliament a»d repre- 

* Weber, pp. 462-3. 

» It ^lould bo noted tlijit JIano\er, Elo. loud Hesse, Nassau, 
and rralikiurt, hilherlo iiidcpondenl htates of tlio Zollverein, Itacl 
become part of tlie- i^ru.sbjau Kingdom, and the Zollvcrein area 
was-oxtended by the induifloii of Seldcswie-flol&tcin, also added 
to Prussia. 

J 7 
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scntativcs of the South German states.^ The position 
was somcwliat }>cculiar, for many of the states were 
largely dependent t»n tlie customs revenue, and this was 
cojitrolled hy the ('usttuns rarliament. Consequently, 
while I'.ich s(.-j>ai,ite slate could fix its expeiwliturc at 
whatever it ph ased, it could not contro^ the chief part 
of its levcnue- -a fact wliii h gave great impetus to the 
movement for coinjilete union. 

In iJS/i tlie f'lanco-Geiman War. and tlic patriotic 
entliusiasin it i\oked, brought tlie establisliinont of the 
Empire, and at last political as well as economic ifnion was 
attained." In tlie I'hnpiie, legisl.ition cone.ernmg customs 
and trade was to be a m,liter lor the lmperi.il Parliament; 
the proceeds of the customs duties were to go to the 
imperial e.xclu ipier, .uid not to be divuUd between the 
state e.xchequeis .is beloie, the dutus w, le to be collected 
iiy othci.ds ol the ■.ep.ii.de si.ites. but under the control 
of the i'nn]>eior .is <-\eeuti\'e ollici.il <d the hnijare. Ihe 
now ni.uhiinis speiddy showi d itself to be ellective, 
ami the old ue.iiisome negoti.itious hi tween the states 
on every juojios.d lor a cli.inge of economic policy were 
at an end.'* 

Thew.iisof ihtitiaud 1871 m.cess.u ily m.ule considerable 
changes m the commercial relations of tierin.iny with 
Austria and h'rance. Aiisln.i w.is inclined to a ie.ss 
strongly protectionist policy, p.iitlv bec.iuse her states¬ 
men. in the r'org.inis.ition of the Empire, were compelled 
to pay more attention to the mtuests of Hungary, which 
was ni.iinly agrari.ui, exported gr.un .ind other agiicultural 
produce, and was distinctly s\ nqiathetic to freer trade. 
In the treaty of 180S between Austria and the Zollv'erein 
there w'ore reductions m.ule on both sides; by Austria on 
manufa:tuied goods, by Germany t s])ecially on wine and 
iron.'* In the case of France, there were fears that she 

' Weber, j 407 

“ There were some sh4,ht luodilu anoiis of .las—Hamburg and 
Bremen were, .il this tune, in die Ihnpue, but not in tlie ttustoms 
Union, Luxcmbuig lem.uned uiiul ojiy m the Union, but was 
never part of the Empire 

^1 Zimmermaun, 11. pp. 71, 72. ■* Lotz, i. 86-8. f 
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m%ht reftise to renew the treaty with Germany whilst 
continuing her arrangements with other states; and it 
was also Ukely that, should Thiers remain In power, she 
would adopt a strongly prr>tcctive policy. AlUthat could 
be obtained was secured in the {vaee Treaty of Frankfurt 
in May. 1871. but it was little more tlian the guarantee 
of pei3)etual favoured nation ” treatment; it 

did not establish .my system of conventionalised duties 
for a term of yeais. as the i.ld eoinuu rt lal treaty liad 
done. Other tre.ities of tlic same n.ilure were made in 
March, ii!(>8, with Siniin ami lier possessions in Cuba, 
Poito Kico, and the Pliilippines; ,md in the following 
year witli the moderalely protective Switzerland, with 
Mexico and japan. 

The Franco-German War had consequences of great 
importance for tlie economic develojunent of the German 
Fmpire 'I’he acquisition f»f A Is.ie.e- Lorraine greatly 
increased the ('oiniK'tition which Gc'rman spinners and 
textile manuf.u'tureis li.id to mi'i t. without bringing any 
corresponding development of the home market. In 
Germany, in there were j.000.000 cotton spindles 

and 37,000 wi'aving looms, whlLt in the same year tliere 
were m Alsace-Lorraine 2.131,000 cotton spindles and 
4 *^- 53 *^ looms ^ There was much discussion and un¬ 
certainty in Germany as to the policy to be adopted 
in regard to the new imperial lands; but finally it was 
found necessary to admit tlicm completely into the 
Union, and the prosperity wfiich followed ’immediately 
after the war made the new competition less felt than it 
would otherw’ise have been.* The new provinces also 
possessed great resources, as yet little developed, of iron 
ore, the utilisation of which, in consequence of the 
discovery of new metallurgical processes, was to^glve a 
remarkable stimulus to the German iron and steel in¬ 
dustry, and large deposits of poftish salts which, added 
to the deposits of ^le Stassfurt area, we re to giv^Germany 
almost# world monopoly a»f those products. 

The policy pursued by the Zollvercin after 1866 was 
Zimmermann, li. p. )fi. Ibid., pp. 81-3. 
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in the direction of Free Trade, and under the guidancepf 
Delbriick the movement progressed with great rapidity. 
In 1868 the reductions made in the treaty with Austria 
were generalised; some duties were abolished, and there 
were reductions on certain kinds of cotton goods, linen 
yarn, pig-iron, unwrought steel, drugs, fine leatfier goods, 
and other commodities.^ Then came th« further reform 
in 1870, which simplified the tariff, reduced still further 
the duties on iron and steel, and freed altogether a number 
of articles, particularly chemicals. Finally, in 1873 
there were stiU more changes, and the completion of the 
general policy of the reduction or entire abandonment 
of protective duties, and the adoption of duties for 
revenue purposes only * The changes thus made were not 
to come entirely into force before tlic ist January, 1877, 
and by that date the duties on iron, except on fine goods, 
were completely abolished, as on most other classes of 
imported goods. Only a small group of highly finished 
commodities remained liable to duties; the German 
Empire had become very nearly a free-trading state. 

As the duties on iron form about the best illustration 
of the line of movement, it may be useful to set them out 
here. 


1 

Comnuxllty. 

_ 

18 5G. 

Kalct 

of I>uly In Mks. per Kilo 

,(>64. ,>7,. ' 

: i,? 77 . 

Pig-Iron 

0 

3 

1-50 

I 

0-50 ; 0 

i 0 

Bar-Iron 

6-18 

0~i8 

5-7 

5-7 

3 - 50 - 5 I a 

; 0 

Iron Plates .. 
Coarse Ca.<it - 


iS-24 

7 -J 5 

7-15 

5 7 ’ 2 

i 0 

1 

Iron Goods 
Co.arso Iron 

rt 

6 

3*40 

3*40 

3*40 > 3 

} 0 

i 

Goods 



8-16 

8-16 

8 5 

; 0 

Fine Iron Goods 

60-100 

60-J00 

24-60 

24-60 

24-60 24-60 

24-60 


The establishment qf this policy was the result of 
mingled economic and political forces. The landowners 

* Schlppel, p. 185. ' , ' ^ 

* Schippel, p. 1 80 , remarks that the tariff legislation t»f these 

five years was altogether in the spirit of the financial reforms of 
Peel and Gladstone. ' 
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oithe eastern provinces were still free traders, and so in 
a more moderate way were the commercial class and 
many of the manufacturers.^ The opposition came, 
as always, from the heavy iron manufacturers and the 
spinning, industries, championed chiefly by the govern¬ 
ments of the southern states. The Free Trade move¬ 
ment, which \fas so strong tliat Government proposals 
to protect petroleum and raise the duty on tobacco 
for financial reasons were rejected,^ found its political 
opportunity in the facts that there was at the time no 
compact* Conservative part3', and that Bismarck was 
retying on the moderate Liberals for support in his 
schemes for the organisation of the ICinpire. Unwilling 
to accept ni.'in}' items in their political programme, he 
disarmed their hostilit)' b\' the adoption of tlieir economic 
polic}'; but he L-ft commercial matters largely to Delbriick 
and Camphaiisen.^ 

The practical completion of the Free Trade policy by 
the cessation of the iron duties was followed by an 
immediate and sharp reaction. The representatives of 
the iron and cotton industries had never ceased their 
agitation against tlie reduction of the tariff, and in 
conjunction with the manufacturers of chemicals, sugar, 
linen and leather, they, in 1876, formed the Central Union 
of German Manufacturers, which commenced to work 
for a return to Protection. They were aided by the 
conditions of German industry after 1872, ^ut still more 
by the changes which were coming over German agri¬ 
culture and by the financij^l needs of the Empire. 

In the history of German trade after 1871 the dominant 
fact is the payment of the war indemnity of nearly six 
milliard francs (including interest) by France;^ much of 
it was paid in bills of exchange, but a great araountiin gold. 

‘ Lotz, i. pp. yi, 92 * Zinimymann, ii. pp. 219, 220. 

* Zimmermann, (11. p. 230) ccunplSiiis that tJic wllble policy 

at tills time was a slavi.sli inniation of the action of Cjreat Britain, 
without any regard to the dillcrence in gtograiducal and economic 
conditions. *■ • 

* The fullest discussion of the form and effects of the indemnity 
is in A. Wagner’s article on^erman Imperial Fmantc in Holtzen- 
dorS’s Jahrbuch fiir Gesetzgebung, 1874 
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The results were a great increase of imports, whilst 
exports remained almost stationary; a very rapid rise 
in prices, as a result of the large influx of gold; and con¬ 
siderable impetus to industry from the high prices and 
also from the expenditure by the Government onjrailways 
and other public works. There followed the usual 
restilts—excessive development of factoiles and mills, 
over-capitalisation, and over-production. In June, 
1870, there were in Prussia 410 joint-stock companies with 
a total capital of three milliard marks; by the end of 1874 
the number had increased to 2,267, with a capital of 
seven and one-third milliards.’ But already in 1873 
a reaction had commenced; it was widespread and general, 
not merely in Germany, but outside. There followed 
a rapid fall in prices and general depression; and for a 
time the low level of puces in Germany kept serious 
foreign competition away Then, however, the situation 
gradually improved; markcls became steadier, and prices 
began to rise. But jtist at that time Great Britain 
entered upon a period of depression; agricultural diffi¬ 
culties. due to bad harvests, affected the whole country; 
there was a drop in the home demaml for iron and textile 
goods, and the British inanufactureis, who were over¬ 
producing as a result of the impetus givim by the un¬ 
usually high jirices of 1872 and 1873, now sent large 
quantities of gootls abroad at extremely low prices, 
that is to say. they duinpeif. ” 'i'his counteracted the 
tendency of tlie German market towards a rise in prices, 
and seriously hindered the recovery of the German 
manufacturers; hence came the renewed demand for 
Protection, strongest in the e.ase of the textile and iron 
industries.’' 

Moreu-ver, a \'ery important change was coming over 
the opinions of the landowners. With the development 
of means of transport and esiH'cially the growth of the 

* Blum, p. 158, nuutuig M,ix Wv-th's Gesefnehte tier Ifandeis- 
kriiien 

* Dictzel, in Quarterly Journal of Economics, May, 1903. Cf. 

Lotz, 1. pp. ' 0 
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■flhierican railways, the Russian and even American 
competition in the supply of grain to the European 
markets was beginning to be severely felt; tlie German 
landowners were not only ceasing to be e\T[>orters, but 
were severely threatened even in the home market. 
Further, the movement of population to the towns 
had commenced in Germany, and the more attractive 
conditions offered by industrial employment were be¬ 
ginning to deprive the landowners of their labourers. 
They had ceased to have any fiiither direct interest in 
the profnotion t>f Free Tiade; in fact, they were them¬ 
selves beginning to desire some measure of Protection. 
.And even some of those observers wlio belkwed that it 
would be a mistake to attempt to shut out the foreign 
and cheaper supplies of foodstulls, weie yet, like Conrad, 
willing to establish a moderate amount of Protection for 
grain, by a scale of duties limited in duration and 
gradually diminishing, to enable tlie agriculturists to 
transfer their attention to otlier branches of produc¬ 
tion } 

How far this joint protectionist moveimuit of agriculture 
and industry would have been successful, if left to itself, 
is doubtful, the determining factor in the situation was 
the condition of the imperial linances The expenditure 
of the Emjiire was increasing rajhdly, ami to Bismarck 
it seemed impossible to continue to raise the revenue 
required by direct taxation, which was becoming e.x- 
tremely burdensome. It was felt that a rearrangement of 
the imperial finances vvas»absohiteIy necessary, bolh on 
economic and political grounds, and Bismarck resolved 
that his best policy was to have recourse to indirect 
taxation in the form of customs duties, and to substitute 
the proceeds of these for the contributions to the«imperial 
exchequer from the separate sta^^s—contributioiis which 
they raised by direct taxes. The demands o\i the states 
were steadily rising, in i(^4 they l ere 51,400,000 marks, 
whilst^y 1878-g they fiaa risen to over 70,000,000 marks. 
The Chancellor was mugh influenced by these cousidera- 
* Dictzcl, loc. at. 
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tions, and as a member of the landowning class he was irot 
insensible to its demands; the position of affairs in home 
politics had changed, and he could afford to break with 
the Liberals. In October, 1878, 204 members (i.e., a 
majority) of the Reichstag sigi^ed a declaration in favour 
of the reconsideration of fiscal policy.^ Apd another fact 
which had considerable weight with tlie Chancellor was 
the growth of Protection in the neighbouring countries, 
particularly in France in the tariff of 1878.^ The policy 
which Bismarck now adopted had three objects In view. 
First, he desired to establish (to use his owfi words) 
“ a customs system which secures to the entire home 
production a preference before foreign production in the 
home market, wliilst keeping within the limits imposed 
by financial interests.” Secondly, there was to be a 
reform of the railway system and railway rates, to promote 
the transport of German goods, and to put an end to the 
preference given on many of the railways to foreign 
products; he wished to obtain an imperial railway system, 
and when that proved impracticable, he resolved that the 
Prussian railways, at least, should become the property 
of the state. And thirdly, he was an.xious for the re¬ 
arrangement of the imperial finances.'’’ 

The argument for the new policy was set out in a 
letter addiesscd by the Chancellor on 15th December, 
1878, to a committee appointed by the Bimdesrath to 
consider the 'revision of the tariff. The financial object 

1 Blum (p. quotes trom the Circular; " In view of the com¬ 
mercial policy of most of the countries borilcniig on Germany, 
with the knowledge of the absence of a German customs tariff 
and the evil effect of this on national well-being, and on account 
of the continuance of tlio crisis in German industry and agricul¬ 
ture (the signatories) believe a reform of the tariff, based on the 
result of/tareful investigations and cxjicrt balancing of interests, 
to be absolutely necessary. . . . Although holding diverse views 
as to com,iTiercial policy, th' signatories are agreed on this funda¬ 
mental point—that the difficult problems of German commercial 
policy cannbt simply be solved by phrases about Free Trade 
and Protection, but that it is muc.h njore necessary to ijpconcile 
the real and supposed conflicts of interests by the exercise of a 
scientific, patriotic, and reasonable spliit.” 

* Loti, 1. pp. 146-9 ' 

• Blum, pp. 305, 306; c/. Dawson, pp. 47-54. 
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OT tarifi reform, according to this memorandum, was 
to be the reduction of direct and the increase of indirect 
taxation; and the Chancellor calculated that if the future 
import duties were to average 5 per cent. ad*valoref», the 
increased revenue would amount to about seventy 
million marks or almost exactly the amount which in 
the year 1878-9 was contributed by the separate states 
to the imperial exchequer. To secure this result it was 
necessary to return to the principle of the liabiUty to 
taxation of all foreign products crossing the frontier, 
with tht* exception of tliose materials for industry which 
Germany either did not produce at all, or produced only 
to an inadequate amount. This proposal the Chancellor 
proceeded to Justify on the ground of the economic in¬ 
terests of the nation. " I leave undecided the question 
whether complete mutual freedom of International 
commerce, such as Is contemplated b}'^ the theory of Free 
Trade, would not serve the interests of Germany. But 
as long as most of the countries with which our trade is 
carried on surround themselves with customs barriers, 
which there is still a growing tendency to multiply, it 
does not seem to me Justifiable, or to the economic 
interest of the nation, that we should allow ourselves 
to be restricted in the satisfaction of our financial wants 
by the apprehension that German products will thereby 
be slightly preferred to foreign ones.” Protective duties 
for particular industries he thought likelj% to cause diffi¬ 
culty and arouse hostility, but a customs system pro¬ 
tecting the whole home production would “ in no way 
appear partial, because its effects would be more equally 
spread over all the productive circles of the land than 
is the case with a system of protective duties for isolated 
branches of industry. The minority of the population, 
which does not produce at all, Jmt exclusively ^consumes, 
will apparently be injured by a customs syst^ favouring 
the ^tire national production. Yet if by means of such 
a system the aggregate sum of the values produced 
i^ the country increase, and thus the national wealth 
be on the whole enhanced, the non-producing parts 
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of the population—and especially the state and coBi- 
munal officials who are dependent upon a fixed money 
income—will eventually be benefited.” He therefore 
proposed tiie maintenance of the existing duties and 
their possible increase, and the introduction, of new 
duties; and he held that, except in cast's where the foreign 
commodity was not produced in (icrmai^y and was in¬ 
dispensable, the greater part, if not the whole, of the 
import duty would be borne by the foreigner. And in 
any case a small duty of from 5 to 10 per cent, would 
only be one of the forces affecting prices; it would prob¬ 
ably not do the consumer any harm, and would do the 
home producer some good. In regard to agriculture, the 
Ministry, In the memorandum which accompanied its 
definite projmsals, declared that the duties were so small 
that they could not be regarded as protective to any 
considerable extent, and would not diminish, and still 
less exclude, the imjujrt of foreign gram; but they would 
check tile swamping of the fn-iman market by the 
surplus products of other lands, and make German 
agriculture betUu able to hokl its own, e\'en if the general 
price of grain should fall. E\'en gr.uited that the result 
of the new duties would be an increase, in the price of the 
necessaries of life, the Government asserted that this 
would be coriceted ultimately by the increase of home 
production and bj- the greater demand foi labour and 
consequent rise of wages.^ 

The Chanctslor was siqqioited by the iron and textile 
industries and their allies, and by the landowners and the 
agrarian party generally. He wa^ opposed by the ex¬ 
porters, who feared retaliation (though this opposition 
was somewhat weakenetl by the growing tariffs of foreign 
pow'crs);^by the two great seairoits, which dreaded the 
dislocation of their trade; and by the municipalities, 
which, of. the great M*unicipal Day at Iferlin, where 
seventy-twd town coqucils w'erc represented, protested 
strongly against any policy likebv fo cause an increUse in 
the price of food.* The National Liberals led the opposi- 
’ See passages quoted In Scliippcl, pp. ijo-3. • Blum, p. 33c}\ 
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tiln, but they were a declining party, and they ,had no 
hold on the workmen; the Socialist movement was grow¬ 
ing rapidly, but its leaders seem to have been disinclined 
to take any vigorous action. Thus in 1876, the Socialist 
Congress.at Gotha declared that “ the Socialists of Ger¬ 
many are indifferent to the controvers}'^ raging in the 
proprietary classes as to Proteciiun and Free Trade; the 
problem is a practical caie, and must be so considered in 
each particulai case.” And some of the Socialist loaders 
were apparently iiuhned to take the line that a protective 
tariff might increase the demand for labour in the home 
market, and conse(|uentIy biing some benefit to the work¬ 
men, though, on the other hand, they disapproved of 
proposals whicli tended to laise the price of food.^ 

In spite of a con.-,idflable amount of opposition, the 
tariff proptisals were earned,* not, however, before the 
agrarian party, which held 1 he jiohtical balance, had forced 
the Government to increase considerably the duties 
originally proposed on agncultiiral produce. The tariff 
ultimately adoided dealt with forty-three groups of 
commodities, and retained in the main the system of 
sjK'cilic diitie-, that is to say, duties levied on a given 
quantity of each commodity, and iK)t (hanging with the 
changes in value of that (jiiantiij-. The rate of duty on 
wheat, rye and oats was i maik per too kilogrammes; on 
barley and maize 50 pfennigs; on Hour a marks; on meat 
12 marks; on oxen 20 marks cgcli, sheep i n^irk, and pigs 
25 marks. liiiw materials for industry, siicli as cotton, 
flax, hemp, wool, liicles and. coal were admitted free; on 
pig-iron the rate of duty was i mark per 100 kilogrammes, 
on iron and steel ” semi-manufactured goods ” the rates 
were from 2 to 2 5 marks, and on other iron and steel 
goods they ranged from 7 5 to 15 marks; on macliinery 
they varied from 3 to 8 marks. ^ On yarns and textiles 
the duties were from 15 to 30 per cent, ad valorem. The 
whole tariff sj'steni was inelastic, dcfoctivo, and un- 

‘ For a sketch of the Socialist attitude towards the problems of 
tariff policy, see Schippcl, pg. 323-52. 

* The details of the controversy may be read In Zimmermann, 
ii. pp. 271-300; and Lolz, 1. pp. 163-74. 
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scientific; in particular it did not take sufficient accoint 
of the complications of industry, and lacked adaptability.* 
The new policy was based on the principle of moderate 
Protectiorf for agriculture and industry alike. The 
British protective system, up to 1846, had been main¬ 
tained chielly for the sake of agriculture; the German 
protective system from 1848 to i860 had been dictated 
by the interests of manufacturers; now an effort was to 
be made to harmonise the two, and to give a fair measure 
of Protection to ail. And at this point it will be con¬ 
venient to examine the attitude of the Gentian econ¬ 
omists towards national fiscal policy. 

* Scliuinaclicr, in Verhaitdltmgen, pp 157, 138. 



CHAPTER V 


THE ATTITUDE OF THE ECONOMISTS 

At the autset of a survey of the movement of economic 
opinion in Germany in tlie la-^t century, it is necessary to 
remind ourselves of two very important inlluences which 
have dominated the whole of German political thought 
during that period. The iirst of these is the Idea of the 
paternal state—an idea based on the historical fact that 
the Prussian State is the creation of a series of strong 
rulers, such as the Great Elector, Frederick William I., 
and Frederick II., working by moans of a powerful and 
highly centralised bureaucracy. For centuries the nation 
looked for impetus and initiative in all departments of 
national life to the monarchs, and on the whole it rarely 
looked in vain. The second great inllucncc is that of the 
desire for national unity—a desire disappointed after the 
War of Liberation, but ever growing in strength, attempt¬ 
ing to realise itself in the abortive movements of 1848-9, 
and at last triumphant in 1870. The effecj of these two 
ideas has been a general sympathy on the part of all 
German writers on econorgics and politics towards State 
action, and an inability amongst economists to keep their 
discussions free from political considerations. 

Most of the German economists of the early years of 
the nineteenth century were followers and Interjyreters of 
Adam Smith, and the most important representatives of 
this school were Ran, whose iLehrbuch was published 
between 1826 ayd 1832, and NeJjcnius, th<f official of 
Baden; who, it will be remembered, played a considerable 
part in the foundation of the German Zollverein.^ But 

’ See p. 6. 
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as early as 1809 a note of revolt against the doctrines*'of 
Adam Smith was sounded by Adam Muller, whose Ele- 
mente der Staalskunst was published in that year. His 
criticism eff Adam Smith was based chiefly on his own 
conception of the State as representing the “ totality of 
national life.” Too much regard, lie held, is paid by 
Adam Smith to the individual and to the immediate pro¬ 
duction of exchange values; and he complained that the 
collective interests of the community, the maintenance of 
collective production In the future, and the social well¬ 
being of the workers aru almost cntircdy ignored,'and that 
Adam Smith neglects to point out “ the necessary counter¬ 
poise and completion of the division of labour,” namely, 
the princijile of the " national combination of labour.” 
For (ireat Itritain Adam Smitli's individualistic economics 
might be adeciuate, and probably were; for (iermany and 
the continental states gi'iierally a ditfereiit theory of 
economic action and of the relation of the State to com¬ 
merce and industry was absolutely necessary. 

\ Much inoie important and iiiurli more influential was 
the woik of Friedricli List who published his 

Nationale Sy^,lcnt dcr Politischt'ii Ockonovnc in 1841—a 
book which owed its wide-reaching success partly to its 
power of argument and abundance of historical illustra¬ 
tion, and partly to its fervid patriotism and its appeal to 
that growing desiie for national unity which animated 
the vast majirity of the Cerman peoiile.* It is less an 
economic argument than a great political appeal, and its 
title gives the key to its conto.its. Like Muller, List lays 
great emphasis on the distinction between “ private 
economy ” and '' national economy.”* National unity 

* *' Htj drew un plans for a (terman railway and canal system; 
he advocated in the thirties and forties a unified German currency, 
postal service, and patent,'aw, a unified German industrial law, 
a German Comsidar system, a German navy, the inclusion of the 
llanse towirt. in the Zollvcrein, a comprehensive scheme of German 
colonisation. . . . The'whole of modcjrn German scicnceis more 
or less influenceei and pervaded by his ideas ” (Schmolier, Was 
tst uns Friedrich List ? in Charaktcibitder, 1912.) 

• List, National System of PolHiAU Economy (translatei^^ by 
Lloyd), chap, xiv, “ The foreign trade of a nation must not be 
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is Ifte first essential of individual well-being, and " private 
economic interests, like all others, must be subordinated 
to the maintenance, completion, and strengthening of a 
nationality.” Like Muller again, he emphasist?s the'fact 
that it is pot to the production of wealth alone that the 
economic policy <'f the nation should be directed, but to 
the creation of •many-sided productive powers, and the 
harmony and balaTie.e of the three branches of national 
economic action—agriculture, manufacture, commerce. 
In this latter idea of the balance of the three departments 
of economic activity we may detect traces of the influence 
of one of the most remarkable works of Ficlite, whose 
Gcschlosscnc Handclsstaat, published in 1800, sets forth a 
scheme of a self-contained socialistic state, in which 
perhaps the most important task c)f the Government is to 
maintain the balance between the producers of food and 
raw material, the producers of manufactured goods and the 
merchants, and to prevent the predominance of any one 
group over the others; frf>m this Ideal state foreign trade 
must be excluded, because it is certain to tend to destroy 
such a balance. But whilst he desired to maintain agri¬ 
culture, List also held most strongly that industrial de¬ 
velopment is ('ssential to any community which desires 
to attain to the highest possible level of civilisation.^ To 

estimated in the way m which individual merchants Judge it, 
solely and only according to the theorj' of values (i.e., by regarding 
merely the gam at any particular moment of some irjfiterial advan¬ 
tage) : the nation is bouml to keep steadily in view all those con¬ 
ditions on which its present and future erlstoncc, prosperity, 
and power depend " (chap, xii ), 

* Manufactories and manufactures arc the mothers and chil¬ 
dren of municipal liberty, of intelligence, of the arts and sciences, 
of internal and external commerce, of navigation and improve¬ 
ments in transport, of civilisation and political power They are 
the chief means of liberating agriculture from Its chains, and of 
elevating It to a commercial character and to a degree of*art and 
science, by which the rent.s, farming profits, anci wages are in¬ 
creased, and greater value is given to landed proporiy. The 
popular school has attributed this civilising power jto foreign 
trade, , . . If, however, trade in the* manufactures of far- 
distant Kinds exercises adihitthdly so beneficial an influence on 
our agricultural industry, how much more beneficial must the 
inflimnce be of those manufactures which arc hound up with us 
locafly, commercially, and politically " (List, chap. xii.). 
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enable Industries to grow up, Protection by tariffs and# 
possible forms of govemmeatal action is necessary unt 
such time as the manufactures are strong enough t 
stand alone and to contend effectually with foreign coa 
petition. This is the " infant industries ” argument fo 
Protection; but it will be noticed that even List did no 
contemplate the maintenance of Protcctfon as a perma 
nent policy—the ultimate ideal for each state is (in hi* 
doctrine) that by these “ educational tariffs ” it should at 
last become strong enough to cast off trade restrictions.^ 
But in spite of the increase of prosperity and gi'owth of 
industrial activity in Germany since the establishment of 
the Customs Union, Protection could reasonably, at the 
date of List’s book be thought ncc(‘ssary to enable the 
rising industries to develop in face of the overwhelming 
industrial power of Great Britain. 

Two years after the publication of List's great book, 
there appeared the first work of the school which was to 
exert the most potent influence on German economic 
thought for the remainder of tlie nineteenth century— 
the historical school. In 1843 Roschcr published his 
Gfundriss, and this was followed in 1848 by Hildebrand’s 
Die Nationaloekonomie dcr Gegenwart und Zukunft, and in 
1853 by the book of Karl Knies entitled Die PoUtische 
Oekonomie von Standpunktc dcr geschichtlichcn Methode. 
These various works formulated tlie general principles on 
which the new school has worked, and the principles have 
been applied since that time by an ever-increasing army 
of students and investigators, who have devoted them¬ 
selves chiefly to historical inquiiy and the collection of the 
facts of economic history, and to the deduction from the 
results so obtained of principles which may serve as a 
guide for the economic action of communities, and par¬ 
ticularly of their o\wr country. 

The historical schooLhas on the whole always thrown 
its weight’on the side, of Protection, at least for Germany. 
It does not regard either Fite ^'rade or Proteeftion as 
an ideal, except in so far as universal Free Trade is a 
‘ See below, pp. 55-6. 
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ia»-ofi goal, desirable, but only to be reached when the 
wdtole political character of the world is changed. Both 
Free Trade and Protection have their uses in the different 
stages of national development. " The fundamental 
propositions,” set forth by Knies and adopted by all 
the historical school, " are that the economic constitution 
of society at anj' epoch on the one hand, and on the other 
the contemporary theoretic conception of economic 
science, are results of a definite historical development; 
that they are both in vital connection with the whole 
social organism of the period, having grown up along 
with it and under the same conditions of time, place, and 
nationality; that the economic system must therefore 
be regarded as passing throiigh a series of phases corre¬ 
lative with the successive stages of civilisation, and can 
at no point of this movement be considered to have 
attained an entirely definite form; that no more the 
present than any previous economic organisation of 
society is to be regarded as absolutely good and right, 
but only as a phase in a continual historical evolution; 
and that in like manner the now prevalent economic 
doctrine is not to be viewed as complete and final, but 
only as representing a certain stage in the unfolding or 
progressive manifestation of the truth.Given the 
particular conditions of Germany, most of the writers of the 
historical school have held that their country was at the 
time of the Bismarckian tariff legislation, of the late 
seventies in the stage where protection and vigorous 
State action in regard to commerce and industry were 
necessary, and their general views are best represented 
by the greatest of German economic historians, Professor 
Gustav Schmoller. In his Mercanlile System, published 
in 1884, Professor Schmoller has given a clear exposition 
of this theory, though in an elaborate historical setting.® 

‘ Ingram, History qf Political Economy, p. 203. 

A mtsterly survey of tie lystory of me tariff policies of the 
p^ci^l European countries, and of the United States of America, 
nom Professor Schmoller's pyticular point of view, will be found 
in bi^Grundriss, U. pp. 558-051. 
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He traces the development (with special reference 4 o 
Germany) of the economic unit from the village through 
the town and the territory to the'^state; “ political or¬ 
ganisms atid economic organisms are by no means 
necessarily conterminous; and yet the great and brilliant 
achievements of histoiy', both political and economic, 
are wont to be accomplished at times Vhen economic 
organisation has rested on the same foundation as 
political power and order,"' Like Muller and last, 
and like all the members of the historical school, he 
emphasises the moral element, and the need* for the 
consideration of the general interests of society. “ All 
economic and political life rests upon physical mass 
movements, mass sentiments, and mass conceptions, 
gravitating around certain centres " The idea that 
economic life has ever been a process mainlv dependent 
on individual action—an idea based on the Impression 
that it is concerned merely with methods of satisfjdng 
individual needs—is mistaken with regard to all stages 
of human civilisation, and In some respects it is more 
mistaken the further we go back."® So the municipal 
economic policy of the Middle Ages, in spite of its local 
partiality and prejudices, was fully justified so long 
as the towns were the most important forces on the side 
of civilisation and economic progress. Later the place 
of the towms was taken by the territories, striving to 
make themsielvos into seljf-contained and self-conscious 
economic units. " MTiat to each in its time gave riches 
and superiority, first to MWan, Venice, Florence, and 
Genoa, then later to Spain and Portugal, and now to 
Holland. France, and England, and to some extent to 
Denmark and Sweden, was a state policy in economic 
matter*, as superior to the territorial as that had been 
to the municipal. . . ^ It was not only a question of 
state armies, fleets, and civil services; it was a question 
rather of unif3'ing s^vterns of finance and economy which 

* Schmoller, Th» Mercantile System (translated by W. J. 

Ashley), p. 3. » 

* L'oc. cit, p. 61. 3 loc. at., pp. 3-4. 
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should encompass the forces of millions and whole coun¬ 
tries and give unity to their social life.”‘ And this is the 
true conception of mercantilism; it is, in fact, a great 
policy of^ national construction, “ stale making and 
national economy making at tlie same time. . . . The 
essence of the system lies not in some doctrine of money 
or of a balance of trade; not in tariff barriers, protective 
duties, or navigation laws, but in samething far greater:— 
namely, in the total transformation of society and its 
organisatk)n, as well as of the state and its institutions, 
in the replacing of a loail and territorial economic policy 
by that of the national slate.And so to Professor 
Schinoller the practice and theory of the European 
states in the firNt half of the nmetci'nth century, as 
expounded by List, had a truer relation to their actual 
economic conditions than had the theories of Adam 
Smith." 

But this doctrine of Protection is a very relative 
one; it all <lepeads on the particular condition of a 
country^ at a given tunc. Tlie policy of Bismarck in his 
tariff legislation may, on this reasoning, have been a 
sound one for (lermany ai tlie tune it wa-. adopted, when 
it was necessary to take all possible steps to consolidate 
the Empiie and promote its economic development. 
It is defensible on preci.st'ly the same principles as those 
■which led Adam Smith to defend the old •Navigation 
Acts; but this very fact would condemn merely pro¬ 
tective tariffs as a permaiieijt jiolicy. There is a higher 
stage of development, when tlie infant industries have 
become adult anti are able tt) figlit their own way in the 
world. To give them iK-rmanent protection is to keej) 
them in perpetual tutelage. List liiinself wrot* that 
" a nation which has already ayaiiicd manufacturing 
supremacy can only protect its manufacturers a*gainst 
retrogression and mdoknee by tin; /ree importation of 
the incaAs of subsistence'uifd raw materials, and by the 

* i Loc. cit, pp. ,pS 0 ■“ /-etc. <-!/., pp. 50-1. 

’ Loc. cit, n. IX). 
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competition of foreign manufactured goods.Englanc 
he argued, had by 1841 reached the higficst stage c 
dcvelopmait, and for licr FreeT rade was the right economi 
policy.^ So also Professor Schmollcr writes: “ That ag 
could begin to think and act in the spirit of I*ree Trad 
which had left so far behind it the tcwlsomc work c 
national develoi)mcnt that it I'egarded its best result 
as matters of course”;^ and most of the other member 
of the modern (jerman historical school seem t- 
regard (lei man industries as having reached ihe stag 
in which they no longer have need of what List callei 
“ educational tariffs (Erziehungszblle).'* Where the* 
did di'fend the maintenance of the tariffs against tie 
iinporfation of agncuUuial iiroduce and manufacturcc 

’ List,/or XV 1 lie previous passage is interesting 

“ JiiiglanU will then gl\e ipi llio nlc a th.it she is designed to mono 
jxilise the in.iniifai. tnnng powei ot the wliole woild She will IK 
longei rcqmie that hranee, eieinnuiy, and North Amctiea shouk 
s.icnlue their own m.inuf.u liinsin i onsidera lion of the conccssioi 
by h'.ngl.uid ot peiimiting tlie inipoit, dut}’ free, of agricultura 
products and i.iw inateiial She will ieiogiii.se the logitiniac’ 
oi pitdei tue systems in those nations, aUhongh she will licrscf 
more and more f.iconi Fiee 'I'rade.'' for the reason given above 
Ileadds that Lngt.uid Kill tease to urge foreign nations to beconn 
hue liadeis, “ slie will hcisi If permit competition without regarc 
to tlie foreign systein.s of piotc' tion ” 

“ “ rhially, Inslory teai lies us liow nations which have bcei 
endowed by naliiro wilii all usouices wliii h arc requisite for tlu 
attainmeni of tlie Jiiglnst gmde of wialth and power, may anc' 
must~with( lit on that .u'ount forfeiting the end in view— 
modify their systems aieoidhig to the rne.isnre of their own pro 
gress in Ihe fust stage, adopting h'u e Trade vvitli mole advancer 
nations as a niearns ul raising tlu <1111 h es liom a state of barbarism 
and ol making ad\antes in agi u nltiiie, in the second stage, pro 
moling tlie giowlh of iii.iniifai tines, lisliencs, navigation, and 
loreign tiade by means of lOinnieiLi.d resliiclions: and in th< 
last stage, aftei reailimg the highest degiec of wealth and grower, 
liy gr.jdu.dlv icM i ting to the principle of h'rec'Trade and of un- 
lestricted lompetition m the home as well as 111 foreign markets 
that so tlieir .igi u ultiir.ihsis, inaiuif.K tineis, and merchants may 
be preserved from indoleme, and stimulated to retain the supre 
macyt w'hich they have acquired ” (cliap. x.). He adds that 
Great Britain alone appealed (in liis time) to have reached thif 
final stage, 

® Schmoller, loc cit , pp c>i-j. 

* Cf. Schaeht, “ IrihaU und K itik dcs Zolltarifcntwurfs ” in 
Schmollei's Jahrbuch, u)02; and Wagner, Agrar- und Itidustrie^ 
staat, iud cd , p. iaj. 
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<!bminodities. they did so, as \ve shall see later, on entirely 
different grounds. 

The German historical school has taken up also an 
altogether differoat attitude towards State action from 
that ad<?pted by llie older Englisli economists. It allows 
a very large sohere of action to the Slate, and the term 
applied to so many of us lepiesentatives—“ Socialists 
of the Chair "—means that tliey go a considerable w'ay 
towards that foim of socialism which in its origin is 
associatf'd with tlie name of Feidniand Lassalle. As a 
philosopliic doctiine, howevei, it is much older than that 
WTiter. Fichte had opposed to the “security” theory 
of the Slate the proposition that ” it is the duty of the 
State to give each man tliat which is liis due, then to 
estabh'-.li him in the actual pussission ol his property, 
and then to -'dfiguard him tlieieni.”’ Many of the 
followers of Hegel, who-^e pliilobopliic teadiiiig tended 
"to gloiily existing iii->titiUiom, to see m Church and 
State the objective embodiiiu nt of tlie Absolute Idea,”“ 
bad regalded the Fru''Sian .^tate as the instrument 
appointed to bring about the social relornialion. The 
term "state socialism” was .idojiti d in Germany to 
indicate the antithesis to levolutionary socialism, and 
to mark a policy of reform, not by the destruction, but 
by the utilisation of the (xistuig Hate organisation. 
So m Professor Wagner’s articles on “ Finan/politik iind 
Staatsozialisimis,” published In iSSy, it is asseiled that 
" the chief aim of the .''•(ale .it pr< s(m m taxation and 
every other loim ol it - ai iTvitv ought to he to alter the 
national di.-tiibiition of w. allh to tlie adv.uU.ige of (lie 
working tla---. All jioJuk ^ mii-t l»c(oni< -oiial politics; 
(he State nni--t turn woiknun'-. fiuiid.”' 

This does not mean im :\ ly tin piotection of the worker 
by factory legislation and his ic^iei in time of poverty 
by the Poor Law .system: it includes the ownership of 
rail>va)4& and other indystsial cntcrpiises (such as mines) 

* 1 ‘iclite, Der Gebchlovent Handclsi/aal, bk, i., chap. i. 

* * Russell. German Social Democracy, p. 2. 

* liae, Contemporary Socialism, p. 387. 
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by the State, the undertaking by the State of whatever 
enterjiriscs are desirable, but cannot be, or are not likely 
to lx;, undertaken by private individuals or companies, and 
the establishment of State-aided compulsory insurances 
against sickness and accident, and State systems of old- 
age pensions. This State socialism found*its expression 
in the social legislation of Prince Bismarck, which was 
inspired partly by a genuine interest in social reform, 
and partly by a desire (not in the least successful) to 
outbid the Social Democrats for popular favour.^ 

A most important and beneficial miluonce was exercised 
on the industiial development of (Icimany by the new 
railway policy. The okler State action in this matter 
had taken the toim of sub\’entions to private companies, 
and the purcha‘'e f)r direct er^nstructioir of railways to 
oirly a limittnl extent. In 1875 eight lines were owned, 
ancl eight others were managerl, by the (iovernrnent, and 
thirty were privately owned and marragr‘d. The con¬ 
stitution of the Empire provided for the imperial control 
and supervision of railways, the building by the (lovern- 
ment of railways “ considered necessary for the defence 
of Cermany or for the purpose of general commerce ” 
and the settlement of railway rates. An Impt'rial Railway 
Board was set up in 187J, and Bismarck secured the 
passage through the Prussian Parliament, of a law 
enabling the^,(iovet iinient to transfer the railways of that 
state to the Empire. This was intended to set an 
example, but the smaller states would not take the 
same line; and con-.e(iuentIy, with the exception of those 
iir Alsace and Lorraine which, catrn‘ iirto the possession 
of the Empirv, the railways remained the property ot 
the scleral states. The Prussian Government then set 
to work to biry up the lines in its omr territory; between 

* Fora (tvtaiU-d lUsi nption <>l tin- early stages of this i>oHcy. sc© 
Dawson. Hinnarck aiiJ^Stuh Sonaiistn, un^l for a full account 
of the devolopineiit of mmpulsory insurance the sanietkiuthor’s 
Social iHsuritncf iii Girmaiiv, ipi 1 The principal original cnact- 
meiitir were the Sickne.s.s lusur.incc Law of 1883. w'ith its comple¬ 
ment the Accident Insurance Laws of 1884 and 1885, anti the 
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^^9 anti 1882 about six thousand miles were bought. 
Thereafter the policy of State ownership was persistently 
piii^ued, so that by IQ12 the Imperial and State (iovcrn- 
ments owned in all railway s over J7,5oo miles in length.^ 
This policy was from the linancial slandpoint higlUy 
beneficial, and it also cnabh d Ihc (iovcniments to es¬ 
tablish a scicriilie ami colicu nt sysfi in of railway rates, 
including through lates, coml)niid lailway and shipping 
ratcs,“and special lalcs fom xport, which have undoubtedly 
Ix'cn of great assistance in promoting (ierman foreign 
trade. • 

Other developments during this period were the com¬ 
mencement of (ierinan colonial expansion by the ac¬ 
quisition of territories in ICast Afiica, South-west Africa, 
and South-east Africa, of Kaiser \\’ilholm’s Land and 
the Jhsmaiok Arehipelago; and the inauguration of a 
policy of steamship suboches. 

> Statistical Ahsh act for the rmtcifal and Other Foreign Countries 
(lOi.)). p .pS; 

* I lie C.t rman-Lex ant and (lerin.in-Ivast Afiica combined 
tariifs arc (lie most conspicuous cxuiiplcs 
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GERMAN COMMERCIAL POLICY TO 1894 

For some years alter the adoption of the new tariff in 
1880, (ierman foreign trade expanded onlj' very gradually; 
after steadily advancing up to 1883, it fell off again 
during the three following years. The following table 
shows the movement of German iinpoits for home 
consumption and expoits of domestic produce (exclusive 
of the precious metals) for the period 1880 -01' 
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It will be observed that for the five years 1880 to 
1884, the average value of the total imports was I5i’8 
million ptiunds, whilst the av'crage for the next four 
years was I50'5 million pounds, or about ^jnillion 

» Ftritifh and Foreign Trade and^ Industry (Cd. 4954 . * 909 ). 

pp. 6i-3. 
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pounds a year less; the average of exports was for i8So 
to*r884,153-8 millions, and for 18S5 to 1888,149-8 millions, 
or afbout 3 million pounds loss. After 1888 the ligures 
are not altogether comparable, Ix'cause of the inclusion of 
Hamburg and Bremen, which though long under negotia¬ 
tion, hathbeen del.iyed by the return t(j Prf)tection.^ It 
will b<i noticedJuither that after 1S88 there was a sharp 
rise in impt^rt^', whilst export-- remained at about the 
same level, and the excess of impoi ts over i xports lx;camc 
relatively very large 

For tjie Iinp('rial exchequer the < ffects of the new 
customs system seiin to have been altt^gether satis¬ 
factory. In 1877-8 the nc't revenue from the customs 
was 1037 million niaiks, or 2 .j maiks per head of 
population; by 1883 4 tlu- amount li.ul risen to 189-7 
million, or 4-3 m.iiks per bead; ami in 1889-()o a total 
was reached of 357-7 million, or 7 3 marks per head. 
The contributions to the Imperial exchecpior from the 
separate states, which h.id reached 70 million marks 
in 1878-r), sank rapidh’ until in the year 1882-3 the 
customs revenue not onl\- supplied an amount (-qual to the 
old contributions, but provided a surplu.s which could be 
distributed amongst the states; and in 1884-5 nearly 
41 million marks were avail.dile for this purpose.* 

After 18S0 the most noticeable featun- m the history 
of the German tariff is the increase of the duties on 
agrictiltural products, coincident with the growth of the 
political power of the agrarian party. It*is true that 
there were some slight increases m the duties on manu¬ 
factured commodities, but these were not very important, 
and against tlu-m must be set some small reductions.* 
The agrarians complained of growing competition, and 
urged the necessity of pndecting the food supply of the 
empire against the dangers of war; and they*securcd 
increases, of which the more inqiortant are show;j in the 
following table "* 

* Zii^mermann. ii p. 08? 2 liliim, p. 306. 

® Lotz, i p. 177. 

* British and Foreti’n Triple and Indn'lty lujog), pp 210-11. 
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As regards Gci many’s foreign trade, the exporten 
had feared at the time of the establishment of the new 
protective tariff that they might be hampered by re¬ 
taliation on the part of foreign nations. Fortunately 
their fears in this direction were not realised, since the 
administration of Prince Bismarck was able, in most 
cases, either to make new treaties, or to secure the 
maintenance of the existing treaty relations. Political 
infiucnce enabled Germany between 1880 and 1888 to 
establish, with such Eastern Ptjwers as China, Japan, 
Corea and Siam, and also with Servia and Roumania, 
treaties which bound those Powers to reduce some of 
their existing duties, or, at least, not to incicase the duties 
on German products, without impe^sing any corresponding 
obligation on Germany herself. Of another kind were 
the treaties w'ith Ital3', Spain, Greece and Switzerland, 
in which the reductions of iluties were mutual, although 
on the German side they were not, except in the case of 
Switzerland, of marked importance. With other states, 
such as Austria-Hungary, Belgium, the Netherlands, 
Sw'cden and Norway', all that could be obtained was a 
continuance of “most favoured nation" treatment, the im¬ 
portance of which for Germany was enhanced by the fact 
that France had made treaties with the other countries, 
wliichgavc her certain reductions of duties, and that under 
the “ rriost favoured nation ” clause in the Frankfurt 
TreatyXxermany cnjoyeA the same advantages. In Great 
Britain, uvdor the treaty of 1865, Germany continued to 
receive the same favourable, C'cafrhc'nt—^a piavilege 
which was extended to her also in the British Gjlonies.^ 
‘ Lotz, ii. pp. bo-3. 
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As Regards Russia and the United States the condition 
o{%f!ajrs was by no means so satisfactory, for both those 
nati&ns were particularly interested in the export of 
agricultural produce, and therefore came ipto sharp 
contlict with Gonnany ov<‘r the new tariff, which they 
not unnaturally ref^arded as directed specially against 
themselves. Ryssia had always lefused to bind herself 
by treaties, even <if the ‘-iniplesl kind, and from 1877 
onwards her taiilf w.ill wa^ sli adily lisiiy^—a fact which 
was not witlKiUt influence on the inuvcinent of the 
German ,tariff between 1880 and i8<)o.* Germany’s 
relations with the United .States had long boon based on 
recipi'ocal " most favoured nation " treatment, but 
this had been of little value; the situation was now 
very strained, and the (a rman policy in regard to agri¬ 
cultural products must be counted as one of the strong 
motives for tlie high protective policy established in 
the United States by the McKinh y Tariff. 

On the whole Prince Ihsmarck was disinclined to the 
old policy of comvntional tariffs; he seems to have been 
opposed to anything which would bind the hands of the 
Government in its defence of the commercial interests 
of the country. He adhered, with certain slight ex¬ 
ceptions, to the simple sy.stem of the autonomous tariff; 
but by 1890 a considerable change had come over the 
political conditions of Gei many, marked by the dismissal 
of Prince Pismarck and tlie appointment of General 
Caprivi as his successor. In home affairs the chief 
features of the new system were the abandonment of 
anti-socialist legislation ahd the attempt towards a 
“labour policy,” illustrated by the international con¬ 
ference at lierlin; in parliamentary politics the important 
development was the rise of the Centre or Catholic 
party and the decline of the National Liberals.** In 

1 Cf. Schmollcr, Grundriss, ii. pp. 623-6. 

• In 1887 the National Liberals were the largest pfcrty in the 
Heicbst^ with 99 rrfembere, t^io Centre tame next with 98, and 
the Conservatives next with 80; at the electicn of 1890, 106 mem¬ 
bers of the Centre were returned and 73 Conservatives, while the 
National Liberals fell to 42. * 
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foreign policy, the independent attitude was abandoned, 
and the most striking example was furnished by ttie 
Anglo-German arrangement with regard to East Affica, 
under whi^di (ircat Britain was giwn a free hand there 
and in Zanzibar, in exchange for the surrender of Heligo¬ 
land to (iermany. Commercial policy was nbw to be 
modified in the same way as the lesiilt pf a number of 
converging inlliu'nccs. 

The question of the food "'Vipply had suddenly become 
serious. The following table sliows the mo\'cmcnt of 
wholesale prices for wheat and rye in Prussia and, Bavaria 
for the period 1880 to i8or ' 


avfj<a(;k wiioi.f.sai.k prtcfs. 


j V\ 1 h >1 (|s I i] (^ii u t-r) ' Kve* (p( r c^vt ) 

Year ! . _ 


1 

I'lU 


li n 

1(1 t 1 

rids 

d.i ^ 

li-ix 

in i 

i 

1 


a 1 

1 , 

.i 


.1 


(1 

1880 1 

4() 

10 j 


7 

9 

H 1 

10 

0 

1881 ! 

t7 

I ! 

•Si 

3 ; 

10 

1 

10 

5 

iSHz 1 

rt 

7 ' 


J 1 

s 

(1 1 

8 

11 

188.J 1 

i'l 

7 ! 

•IS 

3 

/ 

t ' 

7 

7 

I8.S4 ; 

'7 

i 


‘f 


1 : 

8 

0 

IHS5 ' 

.M 

'' 1 


1 1 j 

7 

2 ' 

7 

9 

l.88(> , 


7 1 

■l'> 

i(> 

(1 


7 

y 

1887 

C5 

J ! 

1 4<. 

I ! 

' () 

3 

7 

1 

1888 ’ 


V 

1 4-! 

3 ; 

(t 

() 

7 

8 1 

i,88<) ; 


2 

1 -M 

(> 

i 7 

<> 1 

7 

11 1 

l8i)<i 

•H 

z 


6 

! H 

6 

8 


I8<)I I 

■I 7 


! 'i<> 

'» 

! 

5 ; 

10 

2 ! 

1 


It will be observed that, as a restilt of a number of 
causes, the agricultural duties’did not prevent a continued 
fall in prices until 1886 and 1887, but after tlic latter 
year there was an tipward movement which became ex¬ 
tremely sharp with the failure of harvests in 1S90 and 
1891. This was particularly the case in regard to rye, 
whiclws the chief breafi stulf for a very large part of the 
German f>opulation. In 1891 the Russian Government 
found itself compelled, in vu!w,of the acute efonomic 

> British and l‘Oieii:H i'ladc Indi^stry (1909), pp. 195 and 300 - 
C/. Dade, pp. 27-8. 
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distre^ in Russia, to prohibit the export of wheat and 
rye*Md other agricultural produce. At tlic same time 
the mfficulties of the German exporters were increased 
by the adoption of the McKinley Tariff in the United 
States and by the marked movement towards Jiigher pro¬ 
tection all*over Europe. Most of the nations with which 
Germany had tra::ities either gave notice of tlicir termina¬ 
tion, or were inclined to tlo so, and r'ranee was also about 
to denounce the treaties whicli she had made with various 
countries, and by which Germany had profited. 

It had become necessary for Germany to readjust her 
policy. It was believed to be cl(‘arly impossible for her 
to continue in the old way and to make no effort to in¬ 
fluence the tariffs of her neighbours. It was therefore 
decided to endeavour to cxuitinue the existing reciprocity 
arrangements, but to elaborate them into a new series of 
treaties, which should return to the old principle of re¬ 
ciprocal reductions of duties; the German Empire was thus 
to imitate the ('xamjile of I'lance in 1S60, and take the 
lead in a ro.idjustinent for a (h fimtc jieriod of the economic 
relations of the European states. Tiie agrarian party 
clung to the protection of the autonomous tariff, and were 
opposed to any modifications; but under the prevailing 
circumstances they were not unwifling to see a temporary 
reduction of the ilutios. What they did object to was 
anything which would establish those reductions for any 
considerable number of years. On the othej" hand, the 
growth of industry not only itndercd an abundant and 
cheap food supply desirable, but made it necessary that 
everything possible should lie done to secure a large and 
assured foreign market for (h rman manufactured pro¬ 
ducts. The latter was the dominant consideration, but 
if German manufacturers wore to export freely, foreigners 
must be allowed to have easier access to the German 
market. * 

“ The conclusion of new international trea»ties with 
simple • most favoured .nation ’ treatment, without the 
settlement of tariffs, would indeed give Germany the 
possHbility of securing an internal market for its own 
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manufactures by means of an arbitrary protective t^ff, 
but would provide not the slightest guarantee iojf' the 
maintenance of that foreign market which is so essential 
for our cfcxport iradc. In face of tlic w’orld competition 
of tlie economically developed ‘-.iales, becoming ever 
fiercer with tiic rapid increase of production and its aids, 
permanent iniercouise between tliem is conceivable only 
in the form of a reasonable exchange of commodities, and 
tills presupposes again a delilierate reciprocal limitation 
of free action in regard to tarilis. Under the present 
commercial conditions Germany cannot count on the 
maintenance of its export, unless by such limitations on 
its own side it si'cures to otlier nations the possibility of 
paying for its goods, wliolly or in part, by their own pro¬ 
ducts.”^ 

The home producers, both agricuitural and industrial, 
must consent to some sacrifices, for ” concessions at the 
hands of agricultural nations, such as Austria-Hungary, 
Italy, and Russia, wen' to he obtained only by tlic reduc¬ 
tion of certain duties on agricultural commodities; con¬ 
cessions at tlie hands of manufacturing nations, like 
Belgium and Switzerland, by the reduction of certain 
German duties on manufactured products.”^ The manu¬ 
facturers as a wliolc supported tlie new policy, since they 
were anxious for the growtli of tlic export trade, and did 
not fear foreign competition in tlie home markets so much 
as formerly; tlic working classes also gave tlieir support 
to it, and tlio opposition tvas in tlie main confined to the 
agrarians, wlio were called on to make the chief sacrifices, 
and were unwilling to do so for any length of time.* 

The new policy was inaugurated in December, 1891, by 
the commercial treaty witli the Austro-Hungarian Empire, 
wbich^for some time had been desirous of entering into 
closer relations witli Germany, since the latter country 
was its most iinportanf market, taking on an average over 

‘ Goveftimcnt Memorandum, quoted in .Lotz, i. p. 87. 

* Dietzel, p. 367. ' « , • 

* A .suggestive short diNCU-sion of the aims and effects of the 

commercial txihcy initiated under Qipnvi will be found in Harms, 
Dtutschland'^s Anieil an Welthandel, pp. 170 seq. ' 
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oae^lf of the total Austro-Hungarian exports.^ But at 
the ^me time, only about 10 per cent, of the German 
fexports went to Austria-Hungary, and her imports from 
that country wore only about 14 per cent, of the whole, 
so that folk the purposes of negotiations Germany was in 
much the stronj^er position. Hungary was particularly 
interested in the reduction of the German agraiian duties, 
and in Austria itself there was a reaction against the pro¬ 
tective policy of recent years, hollowing the treaty 
with Austjia came others with Italy, Belgium, and at the 
beginning of 1892 uith Switzerland. They were all to 
remain in force till the gist of December, 1903, and unless 
then denounced were to continue indelinitely, but were to 
be terminable at one year’s notice from either side. The 
bases of all these treaties were the same—reciprocal “ most 
favoured nation ” treatment and reduction of duties. 
The most important changes on the German side were in 
respect of the duties on agiicultural products, which were 
reduced below tlie level of 1888, but in no case to the 
rates of 1885; thus the duties on wheat and rye were 
lowered from 5 t^) gi marks per 100 kilog., on bailey from 
2| to 2, on flour from io| to 7:|, (m pork from 20 to 17, 
and on other fresh meat fiom 20 to 15; the cattle duties 
were also reduced. As regards manufactured articles 
moderate reductions were made m the import duties on 
joinery, glass and earthenware, some iron goods, textiles, 
paper, leather manufactmes, luid others. Ii*i all, it was 
estimated that articles of the classes affected by these 
reductions and by some aboiitioiis ot unimportant duties 
had been imported fnun the four countries concerned to 
the amount of 2O0 million m.irks on an average for the 
years 1888 to 1890.“ On the part of the other contracting 
states there were general reductions of duties on German 
manufactured goods; and in a n.imbcr of cases jyhere 
reductions were not made, the contracting states bound 
thcmselft'cs not to'makg ap increase. The German ex¬ 
porters were by no means satisfied, for they had liopcd to 
obtaiit greater rcductums Of hostile tariffs, and they over- 
* VVuttke, p. .415. * Lolz, ii, p. 83. 
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looked the fact that they had, at any rate, preventeAihn 
further advances for a considerable period. They'wert 
however^ willing to accept the treaties, and though th 
agrarians made strong opposition on certain points, the^ 
were not powerful enough to secure the rejection of th 
Government policy. 

Then, however, agricultural conditions changed, ant 
there was a fall in prices, clue partly to improved harvest; 
at homo, and partly to the increase of imports into Ger 
many from the United States and Roumania. The follow' 
ing table shows tlic movements of prices from 1891 te 
1894;^ 
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The result was that the (iovernment had much more 
difficulty in cai lying the second seiies of commercial 
treaties in the latter part ol ihcjy witli Servia, Spain, and 
especially Roumania. I'lui last-named country was coming 
to be one of the most important souiees of Germany’s 
food supply, jiarticularix diuiug the coulliet with Russia. 
Ill iS8>) 5 per cent ol tlie (ierm.m supjily ol wheat came 
fiom Roumania, but in tlie amount laid risen to 

20 4 per cent., .lud to an even higher point in the case 
of ry^." The agrarian partj' were therefore strongly 
hosti,ly to anything which would encourage the increase of 
the quaijtities imported from Roumania, whilst, on the 
other hand, the manufacturers, who seht, it w’as estimated, 

* Dritiih uiui Foutgn Trade and Industry (1909), pp. 195, 197, 

300 , 302 ; cf. Dictzcl, p 3O9. 'o 

* Lolz, li. p. 110. 
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lOt^illion marks worth of goods a year to that country, 
desired a treaty which would still further develop their 
market. The new treaties, although supported by the 
W’holc force of the manufacturers, were conlirmed by the 
Reichstag’onlv after a mc'st strenuous opposition from the 
agrarians. Tl'e^conflict reaclKal its lieiglit over the treaty 
with Russia, which was in seme ways tlie most important 
of all. It has aheady been lemarketl that the commercial 
relations bidweeii tliat country and Germany had for 
some tinvJ been distinctly stiamed, but tlie trade between 
the two was. nevertheless, very considerable. In 1890 
Russia impurti d from Germany goods to the value of 
£lo,'^oo,ooo ~ \o per cent, being Im manufactured goods—- 
and exported to her goods to the value of £27,000,000— 
95 per cent, of these latti'f being foodstulls, raw materials, 
and unfinished goods.' In i8pi Russia sent into Germany 
more than one-lialf (53 per cent ) ol tlie latter’s total 
import of cereals, and this quantity t.ikeii by Germany 
amounted to about one-sixth of the tot.il Russian export 
ttf the kind (ic rmany sent to Russia iron and steel good.s, 
chemicals for use in manulactures, coal and coke, por¬ 
celain and cement, and a very large quantity of flour. 
Moreover, she had a large transit trade with that country, 
for a considerable proportion of Russia's supplies of raw 
cotton and wool came to her through Germany. 

Germany laid two gnumds of cnmiilaiut against Rmssia. 
The highlj’ jirohibitne tarilt. which, after ei/^ht increases 
of duties between iSSi ,md iSqi, culmin.ited in the latter 
year in a lu'w g( lu ial sclu fne of duties aiul le.idled the 
highest point in Ivussi.in piotective pohiy since 1850, 
affected all nations eipially; but the discrimination 
again.st land-borne in favom of sea-borne goods hindered 
the competition of Germany with Gre.it l>ritain* in the 
supply of coal and non. and in tin*carrying trade. J^ussia 
had hitherto stood apart from the treaty systcyp, in her 
unwillingness to bind l^cr customs fariff for any definite 
time, but now she was not disinclined to modify her policy, 
particularly as the treatief already made by Germany put 
’ '^uttke, p. .\ig, and Foreign Office Report, p. 41. 
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her in an extremely difficult position. Those treaties^J&d 
given reductions of duties on agricultural produce to other 
nations, ^ho thereby enjoyed a distinct advantage over 
Russia. After the conclusion of the first series of treaties, 
Russian corn paid a duty 43 per cent, higher than that 
imposed on the products of the favoured nations—Austria- 
Hungary, Italy, Switzerland, Belgium, by the treaties,' 
and the United States, Argentina, Servia, Bulgaria, and 
Turkey, under the “ most favoured nation ” clause. 
Roumania was also about to be included. 

Negotiati<^ns between the two Powers had commenced 
towards the end of 1891, by Russia proposing that Ger¬ 
many should grant her the terms of the conventional 
tariff in regard to most agricultural products, together 
with free entry for a number of raw materials, and offering 
in return to make some concessions, but not on metals, 
textiles, cliemicals, or sugar. 'Jhe German Goveniment 
replied that the proposals were inacceptablc, since they 
secured to Russia reductions on 80 per cent, of her exports, 
and gave practically nothing in rctuni; it suggested, 
therefore, that Russia should remove the obstacles to 
commercial intercourse on the frontier by simplifying the 
customs regulations, equalise the duties on sea and land- 
borne goods, and reduce the duties on about four-fifths 
of the tariff groups of commodities. Negotiations were 
continued after the control of Russian commercial policy 
had passed into the hands'of M. Witte, who proposed to 
establish a minimum and maximum tariff—the minimum 
to be a slightly modified version of the tariff of 1891, for 
the benefit of those states which gave Russia “ most 
favoured nation ” tre.itnient, and the maximum to be the 
same tariff increased in r^arious cases and against various 
countries. In October, 1892, Russia offered to admit 
German goods under tile minimum tariff, and to abolish 
the preferential treatment of sea-borne trade; and in 
March of the following yeai; the German Government 
replied with its final proposals. It offered the conven¬ 
tional tariff terms in rctuni for considerable rcductibns on 
1 roteign Ofjtce lie/fOft, p 42^ 
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the Russian minimum tariff, and the promotion of trade 
by V. modification of the customs regulations. On the 
refusal of the Russian Government to consider these pro¬ 
posals and the failure of an attempt at a conference of 
experts, the actual tarilf war began. From August 1st, 
1893, German goods imported into Russia became subject 
to the maximum tariff, which imposed on them surtaxes 
amounting to at least jo per cent, on manufactured goods 
and 20 per cent, on semi-nianufacturcd articles. In the 
same month Germany replied by imposing surtaxes of 
50 per ceht. on all Russian goods liable to customs duties 
—one result being that the duty was al^mt 115 per cent, 
higher on Russian bread stuffs than on those imported 
from America, Hungary, Roumania, and Argentina. In 
return, the Russian Government again inereased the tariff 
against German produce by 50 per cent., and raised the 
shipping dues against German vessels It extended these 
measures to Finland; and the Geiman Govcnimcnt con¬ 
sequently applied the 50 per cent, surtaxes to goods im¬ 
ported from the Giand-Duchy also. All these various 
increases had been made by the 16th of August, but the 
strain on both sides was very much too severe; early in 
September fresh negotiations were opened, and on 
October i6th the first conference was held at Berlin. 

" The statistics published by the German Government 
show that after the outbreak of the tariff war, the German 
export trade to Russia had bccn.paitially paralysed. The 
export of locomotives ceased, the export of wrought iron 
was one-thiril t)f the averagt* in tlii' pii ceding year, and 
of cement less than one-half An<l m addition to the 
losses of the German exporters ;ind manufacturers, it 
became apparent that a large number of Germans lived 
by the import and handling of Russian products, and they 
were, of couis*!, seven ly affeettd. • 'Hie railways, wJ^icli 
are State property, were run, on certain branches, at a 
loss. German shijrs were practically excluded from 
Russian ports, and the G 2 rm*arr coast towns, interested in 
the cajiryiiig trade, were fu^rvy sufferers. . . . With the 
approach of winter the situation became worse, as the 

6 
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Baltic ports were closed by the ice. The large trad^n 
extra-European goods, which had been earned on thremgh 
Germany,* was crippled. The transit of raw cotton 
throng Germany for the Russian market was, in 1893, 
only^ie-haif of what it had been in the preceding year. 
Add in addition to the economical losses, a grave danger 
was imminent. There is ample prof)f thal the tariff war, 
as it proceeded, was regarded by both responsible parties 
as likely to lead to a state of things dangerous for the 
peace of Europe.”' On the other side, Russia was suffer¬ 
ing from the injury inllicted on her agricultural exports, 
particularly aftei' the good liar\est of 1893. The follow¬ 
ing table shows the inovi'ineut of imports and exports 
between the two eounliies lor the years 1889 to 1894 in¬ 
clusive.- It will be remembered that the acute struggle 
was in the latter halt of 1893. 
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Both sides were now an.xious to come to terms, and 
political mutivi'S combintd with economic interests to 
bring about this result. Russia desiied a treaty with 
Germany as a fast step in a scries of such treaties, and 
Germany was anxious to do something to counterbalance 
the growing Russo-French alliance. *lhe outcome of this 
less hostile ilisposition on both sides was the treaty signed 
on Fcbruaiy' loth. 1894. The German Goveniment de¬ 
clared that Gel man trade, commerce, and shipping were 
profoundly interested in the reduction of the Russian 

< a 

' ]'ort.’if;ii Offu c- lit port, .(O 

* StatU'-tical A htlrat t fo> lh<- J’rnx^pal aiiii Other Foreign Countries 
(nyiol, pp. it)(> tyo, the tiguies have been converted at t 1 »e rate 
of ii-Sd. to the iiuuk. 
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duties, and that, on the other hand, the freer importation 
oi^Russian grain would not seriously affect German 
agricultural interests, since the really dangerotis menace 
was from the United States, Roiiniania and other coun¬ 
tries wbieh already enjoyed treaty privileges. The 
agrarian party fiercely resisted the treaty, but it was 
carried aftei a hard struggle. 

It was a compromise. Russia received ‘‘ most favoured 
nation” treatment, which gave her the beiK fit of the 
lower grain duties; she also sccuicd the abolition of duties 
on some of her products, such as lla.x. oil-seed and wool, 
and an advantage over the United States in the duty on 
oil. Germany, for her part, obtained a reduction of duties 
on 120 articles—as, for instance. 20 per cent, on leather 
goods, 17 to 20 per cent, on unwrought iron, 18 per cent, 
on iron machinery', 17 to 20 per cent, on pottery, 17 per 
cent, on paper, 12 to 30 per cent, on woollen tissues. Both 
parties bound themselves for ten years not to increase the 
duties on certain specified goods. The treaty also pro¬ 
vided that Russia shoultl abandon the distinction between 
sea-borne and land-bonie goods, whilst Germany under¬ 
took that Russian goods shoidd not be subject to higher 
rates than domestic goods for carriage on the Prussian 
State railways The following table shows the move¬ 
ment of trade between the two countries after 1894:' 
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Thus* Germany had *rehirned to the system of the 
” autonomous ’ and ” coj^ventional ” tarids, the former 
» Staiiitical Al/s/mil f'jr the Ptincxpal and Other Foreign CouH- 
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applied against all thosfe countries which had not made 
with her a commercial treaty providing for reciprocal 
ductions of^utics, and the latter containing all the lower 
rates of duty established by treaties and generalised to 
treaty powers by the force of the “ most favoured nation” 
clause. But it is important to note that the system 
adopted differed from that then employdtl by France; 
there the Government could increase the minimum (” con¬ 
ventional ”) as well as the maximum (” autonomous ”) 
rales at any time, whilst the German Government, in its 
treaties, bound itself not to increase the tariff rates for 
a term of years. 

The Russian treaty seems to have been satisfactory in 
its effect, but this was by no means the case with all the 
others, and in particular the settlement c»f Germany’s 
commercial relations with the Austro-Hungarian Empire 
was not followe d by results e(|ual to the expectations of the 
German exporters Thi-y had hoped for a great expan¬ 
sion of the Austrian market, but their cxjiort of textile 
manufactures actually declined for some time,* 'I'liere 
was an increase in respect of metals, but in the early years 
at least, after the conclusion of the treaty, the develop¬ 
ment of trade between the two countries was only very 
gradual. The following table shows its course for the 
years 1893-190a: 
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- The Austrian Empire sent chiefly agricultural produce 
^‘Germany, and the general effect of the treaty (allowing 
for the fall in agricultnial prices after 1891) sgenis to have 
been to incr<'as(' tlie conipotition which the German 
agrariaps liad tf) meet, witliout securing any ctuisiderable 
increase of tlu' market for the manufacturers.' The 
negotiations With S])ain hmuglit Germany into yet an¬ 
other tariff war. In i8<)j a treaty had been signed 
between the two countries, wliicJi was accepted by the 
German Parliament, hut rejecte d by tiic S]>anish. There¬ 
upon llie German Government witlidrew the “ most 
favoured nation ” treatment of Spamsli goods, and sub¬ 
jected them-to tlie autonomous tariif, tlie Spanish Govern¬ 
ment did the same for ('.erman gootis. Germany, in her 
turn, imposed a surtax of 100 per cent, on all commod¬ 
ities coming from Spain Spam then projiosed in 1896 
that both sidis should make use simply of the lowest 
rates of the autonomous tariff—terms which Germany 
accepted. Jhit inasmuch as I'rance, lingland, Switzer¬ 
land, and other countries enjoyed in Spanish markets 
preferences over Germany, the; Government of the last- 
named country soon became anxious to obtain more 
satisfactory terms, and at the time of the purchase of the 
Caroline Islands, in the beginning of 1899, a fresh treaty 
was signed, securing reciprocal “ most favoured nation ” 
treatment.^ 

A word must be said as tq the cornmcrcifil relations of 
Germany to two other countries, the United Kingdom and 
the United States. Ever •since the treaty of 1865, Ger¬ 
many had enjoy»;d the advantages of the “ most favoured 
nation ” clause in the United Kingdom and in all its 
colonial possessions. In 1897 the Canadian Government 
granted a reduction of duties on British goods aSme, and 
Germany immediately protestcwl against this ojf the 
ground that it violated the terms of the treaty of 1865, 
The Irtish Government, therefore, gave a year's notice 
of the renunciation ot* the treaty, but suggested that it 
woujd be willing to undertake negotiations for a fresh 

r Wuttke, p. 458. • Zimtnermann, li. pp. 308, 309. 
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arrangement. Gertnany then decided to continue t^e 
existing arrangement so far as concerned the United King¬ 
dom and those of her colonies which did not discriminate 
between itritish and German goods; but against Canada 
she applied her antonomons tariff, to which Canada replied 
by the iinpr)sition of a surtax of 33^ per cent, on German 
goods. Tiie arrangement as to the United Kingdom was 
renewed, for periods of two years, by legislative enactment 
from time to time, and was in force up to the outbreak 
of the Great War in 1914.* With the United States Ger¬ 
man relations had almost always beem far from satisfac¬ 
tory, By the Saratoga Convention, signed in 1891, Ger¬ 
many abandoned many of the restrictions on the import 
of American meat, and g:ivc the United States a right to 
participate in certain reductions of duties, whilst she 
received in return “ most favoured nation ” treatment for 
her sugar products. But this was not of much use to her, 
since the United States subsequently imposed surtaxes 
upon all bounty-fed sugar, and in spite of all its efforts 
the German Government could not secure preferential 
treatment.^ 

* By a provision,at agrcctnvut m.-ulc in r’cl)ruary, loro, the laritT 
w.ar between C.uiad.i .ind ('.crni.tny enme to an end; the former 
country remilied (he surtax on imports from Germany, and Ger¬ 
many’ granted to Canada the benefit of the conventional rates on 
certain commo lities (including gram, rough timber, meat, and some 
fruits), 

* A few other treaties were made towanls tliecnd of the century, 
the chief being the agicement wtli Japan m iSo*) 



CIlAriF.K VII 

THE REVIVAL OF TllIC PROTF.I TIONIST 
MOVE^IENT, AND THE RFAV Ol^NliKAL TARIFF 

Count Cai’Rivi liad sucavdrd in carryintj lliu commer¬ 
cial treaties, but he had incurred the iiercc iiosldity of the 
agrarians, and soon after the cimchisiim of flic Russian 
treaty tlicy were strong ('uougli to secure his overthrow 
and liis replacement by Prince IJolienlohe. The period 
from the latter’s succession to ollicc until tlie close of the 
century was chaiacterised chiefly by the revival of the 
protectionist agitation, particiil.uly amongst the agrarians. 
But before noticing the causes of this agitation and its 
results, it will be well to re\ iew some of the features of the 
industrial development of Clermany in the first three 
decades after the foundation of t)ie hiinpire.' 

The population of the Empire increased from 41 mil¬ 
lions in 1872 to 59-5 millions in 1904, and continued 
thereafter to increase at the rate of some 850,000 persons 
a year." The following table shows the development of 
Germany’s foreign trade 

1 Sec Sla/tittschi'i Ilamllnich fUr da<^ drul'.che Reich, 2 vols., 
1907; “ Vent,IS,” The (ierman Ruifitrc u( To day. \W 11 . Dawson, 
The Evolution oj Modem Cttrmanv, F.Ii/.Imi li< r, Miidem Germany; 
W. J. Ashley, Progress of the German Working Classes; British 
and Foreign Trade and Industry (t'/nji 

* C/. Trocltsch, i)ji lo-ii. * 

* The .strict c<)ni|)arabihiy of fienr^in tr.aUe stalislks over along 
period of years is limited by a niimlTer of (finsider.itions-jiti.) The 
statistics arc very inconiplctc for llic carher years; (iF) ffamburg 
and Bremen were not included in the Zwllverein till i.wy; (iii.) the 
value^f shi}>s.and of tlie*mj.»o%'cm( nt tnulc lor hoinc account has 
been includc'd only .since i Hgy: (iv ) the fi co port ar^'.is of Hamburg 
and,three smaller port.s h.av* been included in the Wirlschaftsgebett 
only since March i, 1906. 
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• Cmi'ot be Risen. 


The total imports thus increased from £3 7s. 2d. per 
head of p>opulation on the average for 1S80-4 to £4 19s. 
on the average for 1900-4 whilst the total exports 
increased during the same period from £3 7s. 8d. to 
£4 IS. 3d. 

The average annual production of coal rose from 31-8 
million tons in 1870-4 to no 7 millions in 1900-4,' wh’Lst 
the average annual output of pig-iron rose in the same 
interval from i 8 to 8 9 million tons.'^ The average pro¬ 
duction of crude steel was only 0 3 million tons for the 
quinquennial period 1370-4; for 1900-4 it had risen to 
7 3 million tons." The home production of zinc averaged 
60-3 thousand tons, and the consumption 33 8 thousand 
tons, in 1870-4; by 1900-4 the amounts had risen to 
174-6 and 160-4 thousand tons respectively.^ The 
average annual production of lead was in the earlier 
period 57-6 thousand tons, and the consumption 37-4 
thousand; thirty years later the average production had 
risen to 133-6 thousand tons, and the consumption to 

' BiUish and Foreign Trade and Industry (1900), PJ) 166-7. 

* Loc. cit , pp. 168-9 The great development of the German 

iron industry was rendered ixjssible by the discovery by an 
Englishman, Tlionias, of a process fo; the ut'hsation of plios- 
phorificorcs, which constitute the great bulk of Germany’s native 
supplies. Loc ri/, pp. 170-1. 

• Statistisches Handbuch fur das deutsche Retch, i , p. 489. 
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l6^-6 thousand.‘ The number of spindles employed in 
the • cotton industry increased from an average of 
4,262,000 for tlie four ja'ars 1871-4 (it will be leincmbercd 
that the number w.is greatl\' increased l>y Uu; ac<pusition 
of Alsaccjl.orniine in i<S7i) lo an average of 8,450,000 
for the qu'.iKiuennimn Kjoo-q.” anil (lie .average annual 
consumption of r.iw loiton rose from j 2 million cwt. in 
the former to 0 8 millions in the latter juaiod ' The esti¬ 
mated annual cerrsumption of r.rw slii'ep and lambs’ wool 
averaged^ 174-5 mil’ion lbs in 1875-9, and 345 3 million 
lbs. in igoo-4. ' The net tonna,ge of lire Cierman mi'icantile 
marine (vessels of 17! gross tons and uj>wai'ils) increased 
from 982,000 tons in 1870 to 2.353,000 tons in 1904; the 
annual net tonnage of vesse's built and added to the 
register advanced from 32,boo tons in 187S (the first year 
for which statistics are available) and an average of 
50,345 for the period i88o-.|. to .an aver.ige of 113,463 in 
1900-4.’’ The length of r.iibv.iys ojk'ii to trallic increased 
from an average of 21 719 mr'"s in r8‘-’()-4 to an .-iverage of 
32,232 in 1900-4 wJii'st the aver.ige weight of goods 
annually conveyed i.>se from i."7 million tons in the 
former to 370 mill,on tons in the latter penod." In the 
application of science t.> rndnstry, notably in tbo chemical 
trades (inchidi"g the memifacturc of sjaithetic dye-stnffs 
and drugs and of line chcmic.ils) and the chemico-mi'tal- 
lurgica! and electric ■’ trades, (letmany had very remark¬ 
able achievements to her credity-aided by an Educational 
system W'h-ch on tire technical and scientific side w.as un- 
doubted'y then and in somr; respects jrrob.ibly is still, 
superior to anylhinv ex stent elsewliire, and by an en¬ 
lightened pol’cy on It’c part of the manufacturers. Much 
aid has been given to the industrial development of the 
country by a wel’-conceivcd niilway transport iK»licy, 
facilitated by the State owner .ship Al railways. 

’ Loc. cii., p. 

• Brt^sh ami I'oreign Tntilc find Indu’^try (i'>oo), p 157. 

» Loc.ci!.,i>. 159 i Ij,c ctl. p 165. 

* Lpc. cit.. pp. I r4-0 and Ali. 

it T 4 m ^ (} 
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There was a very marked improvement in the conditloi 
of the working classes. * Wages were rising fairly staa&ilj 
througliput this period, and particularly in the last 
decade of the nineteenth century; in spite of marked 
fluctuations, the prices of foodstuffs showed a jrronounced 
downward movement until about 1S04-C, and though 
after that date an upward tendency became manifest, 
there was no return to the old level. A gradual reduc¬ 
tion in the hours of labour; the establishment of old age 
and invalidity pensions, and of compulsory sickness and 
accident insurance; greater attention to housing reform; 
an enlightened municipal policy; and the growth of trade 
unionism, all combined to bring about a substantial 
amelioration of the conditions of life for the great masses 
of the (ierman people. 

It is important to observe also that the industrialisa¬ 
tion of Germany was marked by the same general features 
as the economic liistory of England after the industrial 
revolution. There was the same rapid growth of the towns 
(an increase as astonishing as that of the American 
cities),^ and the same decline in the agricultural popula¬ 
tion. In 1871 the “ urban population ”— i.c., in com¬ 
munes having over 3,000 inhabitants—was 36 per cent, of 
the total population; by the census of 1905 the proportion 
had increased to 57 per cent. Agriculture remained, 
however, still a verj^ important occupation, though in 
the internal between the industrial censuses of 1895 
and 1907 it had lost the foremost place. In 1895 the 
number of persons returned as engaged in agriculture 
and kindred occupations (including fishing) was 8,293,000 
and by i()07 this number had increased to 0,883,000; but 

‘ On the rise of w.iges, see Ashley, Progress of the German IVorh- 
ing Classes, pp .S2-106, and R Km zyn.ski, Die Enlwichlun^ det 
gewefblichen Lihne seil. tier Begrumlung ties cietilschen Retches. 
On Food Prices, s<'e Dnli<.h and Foreign Trade and Industry {1909), 
pp. 197-205; .and the Slalistisihcs Handbnch fiir das dentsche 
Reich, i. 474-(So Tor much information as to the ci^ditions of 
life of the (rerman working classes, sec the Board of Trade Report 
on Cost of Living in German Towns {190S). 

• Cf. Sluiw, Municipal Goveynment in ContinentaU Europe, 
chap. V. 
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meanwhile the numbers engaged in industry and mining 
rosl’ from 8,381,000 to 11,356,000.' 

At the same time, and a naftiral consequence, 
[here has been an incrca--ing tendeiu y towards do- 
sendonce on foK ign food .sn})j>li( s,-’ .apjx'.iis from the 
ollownng t.iblc .'^ 

VVERAGE < oNsl'MI'l loN G'OK \I.[. IMUil'OSES) 

ni' Will-A I' AM* RVi;. 


• W ll. It .Hill \\ h, if i iiHtl j 

; n< ni*'< >t< jv\ n I<>r-u,ii Monic C.ruui* 

' jJVo'in. lot ‘ (I'foilu'tioM ' (lin|*<*i t< t«^r 

' It ss Ihiiiie li' !!■ tm It , P-.un’ttn Home 

I 1 \j.'>rti (. <jrisutn|.ti..ii. 1 si'iiiti j 1 uiiMimpttoii) 

} ' i.iKwitui I i,(kKi(ut> 

' j}7 11 «ji<> i io«i -Id 

1 -I/ 05 i| U 7 ; Jl.|,iS(.l 1 Iirsoy 

i 5 * -ex* I'lJtiS ; lii.ak 

! -ijy -‘SiiX i i(i.‘ U'> I 7 .<‘5*’ 

i>,5 i‘,( ! 1.5,S70 

The piico^ of agiicullural produce, IliongJi there 
,vere marked Ilu< tualion-,, allowed throiiglioul the greater 
sart of tliis period, until .aixuit tlie uiidille of tlie last 
locade of tlie nineteenth (tnluiv, a pionounced down- 
iVard tendency; thereafter tlie fall was airesttd, and an 
ipward tendency began to manifest itself. There 

still rcmainetl a coiisiderahle difference between the 
various parts of the F.mpirer ]arg< ly because of the 
iistance in many rases rif tly markets from the place of 
production and the diflicnlties of transport, in spite of 
he growth of (a rnian railways and canals.'’ The main 
listributing centre for the gr.iin-produeing provinces 
>f Eastern Prussia was Danzig, whilst foreign wheat from 
Roumania and Southern Russia, :^s wdl as from Nmth 

* Stalislisches Jahrbuch fur das deuHche Rctrh, p. 0/\. Cf. 

rroehsch^p. 25. • 

• Cf. VoiRt, ‘'Deutsi’hland^iiufdicWrUmarltt ” (in Handels- und 
Machtpolittk), pp 154-70 

• British ana Foreign Trade nnd Industry, p]». 178 and 180. 

* Troeltsch, pp. 29 and 30. 
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and South America, entered chiefly at Cologne^ anc 
Mannheim, by way of the ports of the Low Coxmtries 
Tlie level of wheat prices was consequently appreciablj 
lower in Ihe ea'^tern and central parts of (iormany thar 
in the west and south.* ^ 

Thirdly, imports greatly c.x'ccedod e.vports. In the 
Free Trade period, from 1872 to 1879, t*ne average annual 
imports were valued at 00,000,000, and the exports at 
/^i30,ooo,ooo; and although tlu; latter were admittedly 
under-estimated, there yet remained a considerable excess 
of imports over exports. After i87() the statistics were 
improved, and at first the new protective system acted 
as a drag. The import trade declined for a time, and 
in 1880 exports were slightly in c.xcess of imports. From 
then till 1888 the two were in practical equilibrium, 
but after r888 and the inclusion of the Ifansc towns, 
the turn came, and the following table shows the “ special 
trade ” of (ii-rmany between t8oo and iqoq " 
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During the same period'there was a marked increase 
in the import of manufactured articles. The following 
tabic gives the figures for the fifteen years from 1890 
to T(20.}.** 

Cf tat>Ie in Slatnlimhcs Jahrhuch, IQOO, p 271. 

> liritish iniil rou'i(;n Trade and Industry (mwi), p. (j3. The 
anioun*of ('ronn.ui tapil.il iiivesU'il abroad w.is estimated in 1905 
at from £t,3oo.o()(>,ooo to /r,vw,ooo,ooo—Profcssoi^Arndt, in 
TAe S/a/i's/, (let oiler i). nnii cf *Dte Isnlimcklungderdeufschtn 
Seeinleresscn, piiblisliod by the^i'torman Admiralty, 1905 (pp. 
135-200). 

’ British and Foreign Trade and Industry (1909), p. 63. 
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It should be added that (iirniaii ludll^lry has been 
characterised more than thaf of any oilier country, 
with the exception of the United Slater, by the rise 
of trusts, or by their practical equivalent in economic 
effect, the Kaitels, which weie very numerous, and, 
though strongest in the coal and iron industries, giadually 
extended themselves ovit a very large pait of the whole 
range of (ierman industry. ‘‘ They are combinations 
for maintaining prices (and moie or less for the joint 
marketing of the produce) by a number ol concerns which 
retain their own independence as producers.^ And these 
Kartels have notoriously sought to ixlieve the (iernan 
market in times of depression by sending abroad below 
the domestic price. . . . The Kartels have, ho\/cvcr, 
advanced considerably beyond the point of lower /oreign 
prices; they have devisid a plan wheieby export is 
assisted and encouraged by the grant of bonuses by 
the several syndicates to tluii members and uistomcrs. 
This plan appears to have been •hist intioduced in iHqi, 
and it would seem to have liei n nioie systematically 
establislied in In the pciiod of i \j>anding trade 

which soon followed, it was <|ui(e unnecessary, but in 
1901 the reaction again came.”" lunally, it must be 

1 It is in tins respect that the K.ii tel.s cliicfly tlil'fer Iroiy the 
American trusts. \ 

* W. J. Ashley, The Tariff I’mhli'm. ppJ* 1.20-1 I'or a tl^ailj^l 
description of the <>i<;,uiisa(ion and workiiiji of the KartelV sec 
Raffalovich, Trusts. Cartels et Syndicals, and tin; Consular I’lp^rts 
for the I'raOkfiirt Distrn t, i,i>o(i, and tin fine 

feature of the Kartels, see .tforRenrolh, /)u: hxpnrlfnlilik cIAl 
Karlelle. Murh useful infoiinat^n is uintinud in the Koixirt oT 
the Imperial German Commission on Kartels, and in the monthly 
review entitled “ Kartell-Itundschau." 
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pointed out that neither the tariff nor the Kartels (though- 
it is one of the commonest claims of the latter—^and of 
the Ai^prican Inists—that they can regulate industry 
and give it a more equable course) have been able to 
guard Germany against recurring periods qf reaction, 
such as that through which the country passed between 
1901 and 190J, and the more pronounied depression of 
1908.* 

It has already been lemarkcd that the closing years 
of the nineteenth century witnessed the revival of 
protectionist movements, arising chieily amongst the 
agrarians. We have observed that after 1891 there was 
a somewhat rapid tlecline in tlie price oi agricultural 
produce, paiticularly grain. 'Ihis was due in part to 
the effects of the tieatic'', wliicli opened the German 
market more than before to fuuign grain, and partly 
to the goofl harvests. Tlie agi icnltui al party ascribed the 
fall solely to the taiiifs, and until i8i/)-7 their great 
cry was the fall of prices," but then a turn came. The 
tablOi on p. 85 illustrates the movement of piices from 
1894'v^to luoj. It will be seen that there was a pro- 
nounc^fl rise Letween 1894 and 1898.® 

After about 1896 they raised the new cry of “ Leutenot,” 
declaring that the rapid development of industry was 
denuding the land of labourers, and that the agricultural 
interest was suffeiing from low prices because of the 
reciprocity treaties made, for the sake of the industrial 
exporters, and at the same time was hampered by the 

‘ The natliio and extent of the lirst of these depressions, which 
alone falls within the period under considciation in this cliaptor, 
have been fully cxaniincd 111 the volumes published (1903 s<}.) 
by the Vcrein ftit Sojutlpoiilik under the title Die Slbmngcn in 
deutschen Wirliehafi'-khcii us'iihnnd dir Juhre 1900 ff. The extent 
and dvaation ol the depiession varied with the different industries 
{it seems to li.no lieeii most pionoiinced in the engineering and 
clertrical industries, whtic there were lor a time large reductions 
in theimmbeis employed, whilst in the cotton and linen industries 
recourse was had only to short time), and sonic were practically 
ur.aifected. In no case does anjiidustry appear to ha+e received 
a serious set-back. 

* lAitz, 11. p. 134. , 

’ British and J-orcigii t rade and Industry (1909), pp. 195, 197, 
aoo. and ioi. Cf. Dictzcl, p. 369. 
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with4rawal of labourers from the rural districts, which 
increased the agricultiual cost ot production. The 
'agrarian party therefore denounced the “ expor^ ’ 
and the policy which furthered the exportation of manu¬ 
factured articles by the importation of agricultural pro¬ 
duce. They put forward a demand for duties protecting 
all branches of Agriculture—grain, cattle, garden pro¬ 
ducts, etc.^ 
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Moreover, tlie time foi the lenewal ol the tieaties was 
approaching, and it Ixcanie necessary for the Govern¬ 
ment to prepaie for neg<jliations. It pioposed to do so 
by the adoption of a mw taiilf which should contain 
liigher rates of dut\’, and shduld also he much more 
specialised and detailed tli^n the taiiff of 1^79. It 
believed that the higher tlie rates of the tarilf. the better 
would be the terms whicli could Ire obtained fioni foreign 
nations, and also that it was d'sirable I0 introduce 
greater specialisation into tlie tariff sdudules in<ordcr 
to enable reductions to be made on a^y one ai ticU', without 
tliis involving reductions on a rmmlrer of others, iTie 

* pp ,170 3, rf I,<)tz, 11 j> 157* 

* “It frcqiicnlly liapjH-iiif tli.-Tl atmllur n.idun l.iys stress on 
securing a reduction ot r.ites on terUiin spot, i.ilitios, .md is disposed 
to pay for this conic.ssion will*one eipi.illy adv.iutageous io us. 
But if now the Customs Act be made up too summarily, and these 
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basis of the scheme was to be the simultaneous protection 
both of agriculture and manufactures; but the strong 
agrariar^movement, which had been going on since 1893 
and found its representation in the Bund der Landwirte, 
directed the new policy mainly in the interests of the 
large landowners. The new 'lariff Bill introduced by 
the Imperial (iovernment in 1901 was consequently the 
subject of a fierce and protracted Parliamentary conflict, 
and was not linally enacted until December, 1902. In 
view of the proposed mgotiations for the renewal, with 
modifications, of the commercial treaties, it was not, 
however, to come into force until such time as the 
Government should appoint. 

The tariff so enacted was the “general tariff’’; that 
is to say, the rates of duty which it contained were to be 
levied on goods coming from all countries which should 
not conclude treaties with the German Empiie providing 
for reciprocal reductions of duties, or should not, by 
virtue of the “most favoured nation” clause in any 
treaty, be admitted to the enjoyment of such reductions 
as tiermany might make in the new treaties. The result 
of the extension of the reductions made in favour of any 
one counliy to all the other contracting powers by the 
“ most favoured nation ’’ clause would be to create a scale 
of duties—the “ convent ional tariff”—which would be 
lower than the “ general tariff.” But there was one 
important provision, which was the main cause of the 
prolonged conlliet; whilst 111 i(.'sjK_ct to all other com¬ 
modities the nilnctioiis which might be made in the 
treaties to be negotiated with other Powers were uli- 


speciahties arc Inmclicd together witji many other articles under 
one hc''_d, we must lower the rate on the whole group for the sake 
of one article. The result of th.il would be that third nations, 
having the advantage of ‘ most favoured iiafiou ’ clauses, would 
prolit liy the rediuiion of the duties on the other commodities 
iucludcg in the same group, witliout having to pay an equivalent 
of their own therefor. The moie sixci.dised the Cus^oms Act, 
the more conqa'usation mateiul!! tlfeie would lie for treaties; 
and the more general. Ihe less there vMiiild be ” (DieUel, p. 376, 
summarising the aigunient of lue Imperial Minister of the 
Interior). 
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limited, as regards rye, wheat and spelt, malting barley 
and oats, there was in each case a specified minimum 
below which reductions miglit not be made# These 
minimum rates were considerably higlv'r than the old 
treaty tariff rates, as appears fiom the following table: 


I • 


ICltcs u( Diilv |i'1 
(ixi’d l>y*tlK' I'hmI 
Miniinuin K.iu-, |iri 

On this the reniaihs of a f'lernian critic may ho quoted: 
" These four tariff classes form 7 per cent. f)f our total 
imports. If, however, wt‘ considtr these fejur in relation 
only to the amount of imports liable to duties—as must 
be done, since we can consider only those articles which 
can l)e used for concessions—they form one-seventh of 
the import; and if we exclude further all colonial produce 
liable to duty and some other ai tides which are of no use 
in negotiations with the treaty states ... we perceive 
how much is lost to us, so far as negotiations arc con¬ 
cerned, by the fi.xing of the minimum tariff for grain.”' 
There were increases on other agricultural produce 
(maize, dead meat, live cattle, sheep and pigi>), but no 
minima were li.xed for these. • 

As regards the duties on manufactured goods, the 
principles of the new tariff were (i) “ the maintenance 
of the existing exemption of raw materials so far as these 
are not produced at all in (ierinany, or arc only produced 
in insufficient quantity or of inferior quality”; (2^ the 
imposition on semi-manufactured ^oods intended to be 
worked up for export of only such rates of duty as would 
not interfere with the export trade; (3). the increase*©! the 
duties on*manufactur'ed good*;.® Thus raw materials, or 

‘ Schacht, in Schmollcr’s Jtthrbuch, 1902, part ii. p. 342. 

* Schacht, p. 309. 
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materials only in the early stages of manufacture, were 
to be admitted free or at low rates; for example, raw 
silk aifd single-twisted silk were to be exempt from 
duty, the duly on silk yarn was reduced by nearly two- 
thirds, the duties on woollen and cotton yarn and cotton 
thread cither remained at the old level or were reduced. 
The duties on goods in a more advanced stage of pre¬ 
paration and on linished goods were increased; thus the 
rate on double-twisted silk was increased 43 per cent., 
on silk tissues imported in the piece the increase was 
50 per cent., and on silk tissues tinislicd off the duty 
was doubled. On woolh'U and half-woollen goods there 
were increases of fiom 15 to 30 per cent., on cotton manu¬ 
factures from 57 to 80 per cent., on leather goods 50 to 
100 per cent.^ The rates on all kinds of iron were 
advanced considerably, as also on tools and all manner 
of machinery, with an elaborate reclassilication. Of the 
general tariff as a whole the critic above quoted has pointed 
out that Its main tendencies were towards the increase 
of duties on agricultural produce generally, and also 
towards the raising of the cost of half-finished goods. 
There was also a higher taxation of many manufactured 
goods, on the assumption that the greater the amount of 
labour expended on a particular commodity, the higher 
should it be taxed. These principles, he added, were due 
to a complete misunderstanding of the productive power 
of Germany: the tariff proposals would promote the pro 
duction of grain and of half-finished goods, but would 
harm small farming and manufactures. Yet these latter 
were the most important factors in the economic life of 
modern Germany. The main economic problem was the 
question of population, and work could be provided for 
the rapidly increasing numbers not by the “ extensive " 
industries of grain-gfowing and the manufacture of half- 
finished goods, but by the " intensive " industries of 
small farming and“the manufacture of finished goods. It 
was essential, then, that nothing should be done to hamper 
‘ Germany—New General Customs Tariff (Board of Trade, 

1903)- 
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German Industry in any way; " we dare not adopt a 
policy which makes competition more difficult for us 
by increasing the cost of raw and scmi-maniifSctured 
materials, and reduces our labourers’ strength by raising 
the price oLthc necessaries of life. Hut tliat is the policy 
of the tariff, and ^thereby it not only misunderstands the 
real foundations of German economic hf»\ but lays a 
direct burden upon the lower el.asses.'’* And Professor 
Schmoller. whilst not agreeing in all points with his con¬ 
tributor, concurred with I.)r Sehaeht in the ojiinion that 
the oflicials'Vntrusted witlGthe pn'|i.na1ioii of the tariff 
were much too protictionist, and lar too mueh inclined 
to consider every new duty as a sign of progress; and he 
agreed also that those interests which were well organised 
and best represented had exercisi'd an unduly great in¬ 
fluence upon the shaping of the tariff * He still held, 
however, that a moderate protection for agriculture, and 
even a slight increase of some of the agricultural duties, 
was desirable, and hoped that the tariff, in spite of defects, 
might, in the hands of a skilful diplomacy, offer adeciuato 
opportunities for negotiations with foieign Powers. 

The opjxisition to the tariff jiroposals, which, as already 
indicated, was concentrated mainly upon the minimum 
rates of duty upon grain, came in piart from the industrial 
and mercantile interests, but in part also from the smaller 
agriculturists, who w( re interested chiefly—tlppugh not 
entirely—in cattle-rearing, dairy-farming and the pro¬ 
duction of crops other than grain; and was based upon 
anticipations as to the probable course of the treaty 
negotiations. Of the countries with which treaties were 
to be attempted, several of the more important—Russia, 
Roumania, Austria-Hungaiy, Switzerland—would b^ in¬ 
terested primarily in the reduction of the duties upon 
agricultural products; and Russia and Roumania would 
find that their principal article of export—grain—was to 
be subjeefed inevitably U) higher rafes of duty than 
before. Hence the smaller agriculturists (Nebenagranm) 
feared that reductions of duty in those countries, such as 

» ScbacHt, p. 351. * Footnote to Schacht, p. 353. 
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were desired in the interest of the German export trade 
in manufactured goods, would be obtained only at the 
price «f tlie reduction of the German duties on those 
agricultural products in which they were mainly interested, 
since; the great l.indowners (the Hauptagraricn) were 
secured by the minimum rates. 'Ihe; manufacturers and 
oxijorlers, on their side, h'ared the incieased cost of pro¬ 
duction whieli they antieipated might arise from an 
advaiK'e in the' cost of foodstuffs; believed that the higher 
iniuiniuin duli('s ou gr.iin would binder the attempt of the 
Germ.m (.o\’eiinuent lo seeuw' icduetions of foreign 
dulit's on Cicrman luanuf.ictured goods, and would in par¬ 
ticular ristriet the trad('with Kussi.iand Koumania; and 
contein])l,ited with some alaim the prospect that the 
Governnu'nt might In' unable to conclude the treaties by 
means of the agricultuial duties alone, and so, to escape 
tariff wars, would be forced to lower some at least of the 
duties on manufactured goods also. Moreover, foreign 
nations, particul.irly Austria, Kussia, and Switzerland, 
were preparing for the negotiations by devising new tariffs 
with increased r.ites of duty The task which the German 
Government had to face was consequently full of difficulty 
both at home and abroad. 



(, iiAi’i'i:i< VIII 

THE ECONOMISIS AND THE NEW lARIEE 
POLK 

In the long controversy which raged during tlie prepara¬ 
tion of the tarift and tlie {passage of the law through the 
Rciclistag, it was natural that the ecoiunnists should play 
a very conspicuous part, and they may he divided into 
three main groups. The thoroughgoing Piotectionists 
were so mainly in the interest of agrieuiture; they ap¬ 
proached the subject fiom different standpoints, but they 
were represented eluelly by Professor Ad<.)li)h Wagner. 
Then there was what may be called the Middle School, 
led by Professor Schmoller, .ind finally there was a small 
Free Trade grouj), whose most conspicuous member was 
Professor Brentano of Munich. 

The agrarian group weia* all in favour of increased 
duties on agricultural jiroduee in order to helji the land¬ 
owners and farmers, whose complaints, as we have seen, 
have been similar to those with which w’e are fcimiliar in 
Great Britain. But it is imj^ortant to observe that 
scarcely any amongst them ciyed to base their arguments 
solely on the economic distress of the agrari.iu interests. 
They all advanced other considerations, and their general 
position was summed ujiiii .i dictum of their chief economic 
representative. Professor Wagner- “An adequate protec¬ 
tion for agriculture, higher than tho*present, would be in 

1 It has been lliDUght iiinU-.sirablc’ to modify the slieti l^iven 
in this ch.-^pter of CLonomic discussion in Serm.iny at the time 
of the tariff legislation of 1^12,•and it ajipcars therefore sub¬ 
stantially as in the first (i0'i4) edition of this book, though some 
notes have been added In rcaifiiig it, the date of the discussion 
^1901-3) must be borne constantly in imiid. 
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the general interest of the whole community, even if by 
its means the industrial development of the state and 
possibly also tlie growth of population should be, not 
entirely stopped, but certainly slackened, in the general 
interests of the workers and of the economic organisation 
of Germany. The maintenance of a capable German 
agriculture means the maintenance of the German people 
now and for the future.”^ The argument on which this 
conclusion is based is elaborated in Professor Wagner’s 
book entitled /Igrar- uiul Industricslaat, and an attempt 
must be made here to indicate its chief propositions. 
There was a group of extreme agricultural Protectionists, 
but apparently they found it convenient to accept 
Wagner’s arguments, at least ft)r the present. Professor 
Wagner viewed with the greatest anxiety what he re¬ 
garded as the excessive industrialisation of Germany, and 
his views on this matter were shared by many others, such 
as Professor Oldenburg and Professor Pohle (Frankfurt).^ 
The maintenance of the industrial state presupposes three 
conditions; (i) that other countries arc willing and able 
to supply agricultural products, both as food and raw 
materials, cheaply; (a) that these supidies can be safety 
conveyed to the liuhistrial state; and (3) that the manu¬ 
factured goods of that state can be assured of an adequate 
market in the countries which supply the food and raw 
material.'’ And in regard to all three of these necessary 
condition^ there were believed to be considerable dangers. 
In the first place, several countries, hitherto content to 
remain in the agricultund stage of development, are 
tuming their attention to industry; thus not merely is 
the United States (on which Great Britain, for example, 
had so long depended for the greater part of its food 
sup^dy) becoming preponderatingly industrial, but Russia, 
Canada, Australia, Italy, and Roumania arc all striving 
to make themselves into industrial communities. And 

‘ Wagner, Agrar- umt Iiulu'itrn'^taul, 2nd cd , pp. » 2. 

• See the Itcport of Protosboi I’ol'de, and tlic speech of Professor 
Oldenburg in the Verhatullungen dc$ Vereins fur Sozialpoliiik, 
vol. xeviii . pn iSj so/, and 230 seq. 

• Wagner, (oc. cit., pp 143 seq. 
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this ireans not only that they will sooner or later con¬ 
sume most of their own supplies of raw material (it is, 
for instance, inevitable that the United States should 
itself ultimately make use of the greater part oi its pro¬ 
duction of raw cotton), but that further, as these states 
become more industrial their populations will greatly 
increase, and tljey will make greater demands on their 
own food supplies. They will thus tend to use for their 
own purposes most of their production of food and raw 
material; they will have less to export, and the older 
industrial, states, which have based their organisation 
entirely on the assumption that tliese supplies are peima- 
nent, will find themselves hopelessly crippled. Secondly, 
even if the supply continue, it will always be liable to be 
cut in time of war. To guard against this as much as 
possible, the industrial nations find themselves bound to 
incur ever-increasing expenditures on naval armaments, 
and a growing burden of taxation.* Thus between 
1898-9 and 1903-4, the expenditure on the German navy 
advanced from six million pounds to ten and a half 
million pounds, and the British expenditure from twenty- 
four miilions to thirty-five millions. And thirdly, even 
though the supplies of food and raw material continue 
quite unchecked, the growth of industrial competition on 
the one hand, and the attempt of various nations to supply 
their own industrial wants on the other hand, must make 
it ever more difficult for a manufacturing nation to dis¬ 
pose of its manufactured goffds abroad, except by con¬ 
stantly cutting down its prices. These general propositions 
Professor Wagner supjiortcd by an elaborate examina¬ 
tion of the sources of the German supply of food and raw 
nuterial, illustrating its growing dependence on foreign 
countries; and by a most detailed invcstigation»of the 
movement during the previous fqfty years of the British 
export industry, which, he held, was tending to become 
almost ^stationary, or at any rate t9 expand onljTat the 

1. Hence the strong advocacy of a powerful German navy by a 
group of economists in tlandus- und Machtpohlik (ed. Schmolier 
Sering and Wagner). 
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cost of very great efforts. He regarded the whole founda¬ 
tion of the industrial state in the form which it has taken 
in Grea^ Britain, and which it seemed likely to assume in 
Germany, as altogether unsound. So also Professor 
Pohle wrote; "The rule of the system of industry for 
export cannot long endure. That system, Roscher 
already recognised, contains an elemenit truly of tem¬ 
porary brilliancy, but of permanent outward and inw'ard 
peril. It is an idle dream to believe that the economic 
future of Germany can be permanently based on the pro¬ 
duction of industrial commodities for foreign nations.’ 

The remedy was to make Germany as independent as 
possible of foreign nations. Not that foreign trade 
should be cut off, but attention must be paid more to the 
balance between the manufacturing and agricultural 
interests of Germany.* Production for the home market 
must be the primary consideration; the condition of 
agriculture must be improved before the decline has gone 
so far as to be irremediable, the agricultural population 
recruited, and the rush to tlie towns checked. This 
might mean a slackening in the rate of the increase of the 
population, but that would not be unwelcome. The best 
waj' to attain these ends was to give agriculture the 
stimulus of greater protection. " It is not to be denied 
that, hkc all the great things which a nation needs—arma¬ 
ments, civil administration, justice, a system of education, 
arrangements for the care of the economic interests of 
tlie community, etc.—so also the maintenance of the per¬ 
manent economic, and numerjeal strength of the nation in 
an adequate and sturdy agrarian pr)pulation requires 
sacrifices. But we believe these sacrifices, in this case 
as in the others we have named, arc necessary for that 
highen object which we have in view.’’® And Professor 
Wagner, whilst recoguising that the increased duties 
which he advocated on the importation of agricultural 
product might, and very possibly would, mean an^increase 
in the cost of living to the lower classes of the community, 

• Pohle, Deutschland am Scheide-jege, p. lo. 

* Wagner, Icfc. cit , pp 42 and 43. “ Wagner, loc. cit., p. 36. 
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yet held that compensation could be given for this by 
employing the proceeds of the new duties in furlller State 
grants to the various pension funds.^ Otlicr economists, 
sharing the same general ojnnions, took the same line in 
regard to the union of tariff ]cgislatif)n and social reform; 
" it appears to be beyond disjnite that increased duties 
on grain would lesult in liiglier prices for bread, and there¬ 
fore the working-class population, amongst whom the 
expenditure on foodstuffs may amount to 75 per cent, of 
their income (whilst in the case of the most prosixmous 
class of the community the amount may fall to 20 per 
cent.), must in every case, as Soring claims, receive an 
equivalent compensation bj' the extension of social legis¬ 
lation and the reform of the imperial taxes with more 
attention to social needs {iin sozialcin Sinne).”'^ 

We may take the criticism of these last points first. 
As Professor Lot/, has pointed out,^ Wagner failed to 
demonstrate that higher protective duties arc the .sole 
means of improving agriculture and checking the decline 
of the agricultural population. The fact that in spite of 
their existing protection the German landowners were in 
a bad way, was partly at least to be ascribed to their own 
defects, to their lack of enterprise, their want of money, 
and consequent disinclination and inability to make im¬ 
provements. The value of agriculture to the national 
life is, no doubt, considerable; but it would be extremely 
hard to demonstrate that a reduction in thc'nnmbcr of 
industrial workers and an increase in the number of the 
peasantry and rural labour<>rs would tend to raise the 
general level of civilisation in the comrnunify. So Conrad 
wrote; " There can be no doubt that an increase of the 

* It may be nf)tc<l tin I under Sc< linn i of the 'Hiriff the 

yield o£ ilutics on ccrl.iin < oinmoditics (iiii.luding wlie,it and rye) 
in excess of the average yield of tiu; dtiKC-s on tlie sanu: commodi¬ 
ties in the years 18y8 -1003 was to be applied to the cstablrshment 
of a pension fund for widows and orphans, or, failing the cs^blish- 
raent of s^ch a fund, to the assistance of the existing invalidity 
funds. * 

* Von Halle, Volks- und Seewtrtschafl, p 11. 

* Verhandhingcn des Vcyctns yur Sozialpolilik, vo\ xcviii.p. 121 
seq. 
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weU-being at home, and the remunerative employment of 
the growing population with which we have to deal, can 
only be, expected from industry and commerce. And 
consequently, it is beyond dispute that our tariff policy 
must have in view chiefly tlieir interests.”' And, as 
Lotz again pointed out, while it is desirable to lessen the 
pressure upon the towns and to remove large masses of 
people from conditions which do not make for physical 
efficiency, there are ways of doing this without taking 
them back to agriculture. It is certain that the develop¬ 
ment of means of transport and transit will, before very 
long, enable Great Britain and Germany to carry out, if 
they choose to do so, great schemes of industrial redis¬ 
tribution which will spread the workers over larger dis¬ 
tricts, and put an end to much of that density of popu¬ 
lation in limited areas, which is at present one of the most 
painful characteristics of oiir Industrial societies. As to 
the growth of population, it was argued by Wagner’s 
opponents that for Germany, situated as she was, and 
compelled to be a great military jwwcr, it was essential 
to have as large a population as possible, and that such 
a population can be maintained only by persisting in the 
policy which she had so successfully followed, the policy 
of industrialism; and Wagner’s reply, that the strength 
of a population does not depend so much on its numbers 
as on its efficiency, hardly meets the case. In regard to 
the corn duties, Wagner did not carry even all the pro¬ 
tectionist economists with him; Schmoller was not par¬ 
ticularly favourable to any jncrcase (unless it would not 
unduly raise the cost of living to the workers), whilst 
Conrad was decidedly hostile. The latter was in favour 
only of the raising of the duties on cattle and cattle pro¬ 
ducts; apparently he held that the grain duties had even 
harmed the landownurs, by rendering them less awake to 
the need of improvement in their methods.® Moreover, 

‘ G)nrad, Jahrbucjfer, February, 1902, p. 189. i* 

• Conrad, " Die Stellung dcr Landwirtschaftlichen 2 ^ 11 e ” 
{Vetein fur Sotialpohitk, vol. xc.). Cf. Von Halle, Volks- und 
Seewirthschaft, pp 10-13 , “ If th'6y regard a higher duty on ^ain 
as a panacea . . . the result for the agricultural classes of Cast 
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ttiere is not wanting evidence that the agrarian protective 
duties affected the cost of living in Germany disadvan- 
tageously. The following table shows the average prices 
of wheat in England and Prussia for quinquennial periods 
from 1871 to 1905:^ 
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It will be seen that since the establishment of the tariff 
policy inaugurated by Bismarck, the Prussian prices had 
become much higher than the English. And on the ques¬ 
tion of food prices in general it was remarked in 1903 that 


Gcrni.'uiy will be as fal.tl as the < hii(.;uiK to an onl-of-dalc economic 
system was, fifty ye.ns earlier, to the planters of (he southern 
states of the Amerii an Ihiion ; for the whole state it would, in view 
of the geogra])lu( al position of Gennuny and inteinational rela¬ 
tions, be even more f.ibil ” 

C/. also Naumann, Mtitcl-Europu, lois (English translation), 
pp. 22f)-7: “ I maintain tli;i.t the increase in Gorman agricultural 
production has not been essetitnilly aticctcd by the new tariff 
which c.amc into force on April, iiieb, but would, on the whole, 
have gone its own way upward even if the old Cajitivl outies had 
been retained. The rise in price was very desirable in the in¬ 
dividualistic economic interests of tliosc concerned, but it has 
ushered in no new ejioch from Uk' stand jioin t of national economics. 
There has been ,a rel.a lively small iru lease in the area harvested, 
but the product per hect.iie has kejit on its previous line, which 
was already rising (with variation.*) aciording to the year’s har¬ 
vest). The same is true of r.attle-raiMng, only here it is allowable 
to think thatourslockofcaUlcav.ul.ibleat tbcbeginningcrf the war 
might have been still greater under a system of che.apcr fodder im¬ 
ports, without our own production of fcdder being any less in con- 
se^ence than it is at present. Comparison with duty-free agri¬ 
culture in Switzerland, Belgium, Holland, and Denmaek shows 
that th# improvement is at least as grc#t in the duty-free coun¬ 
tries as in those with prot?ctifc tariffs ” 

1 British atul Foreign Trade and Industry (1909), pp. 194-5. 
The English prices arc the •Gazette Averages”; tlie Prussian 
prices Me mean market prices Cf. Conrad, loc. cit., p. 125. 
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” there is in Germany no longer anytliing said about the 
great cheapness of food ’’ (as compared with other coun¬ 
tries) . “.Whilst Germany had up to the seventies cheaper 
food than France and England, to-day in the south-west 
of Germany it is not only dearer than in Free Trade Eng¬ 
land, but sometimes even dearer than in France, though 
that country has a higher tariff on wheat than Germany, 
and much dearer than in America.’'' The sharp rise in 
prices (very conspicuous in the case of meat) which 
occurred in IQ05 and 1906, still further emphasised the 
change. 

The arguments as to the bases of tlie industrial state 
arc more; serious, but on the whole not more convincing. 
After all, it is possible to take too long a view, and to 
carry speculation too far. It may be perfectly true that 
a time will come when the whole food supply of the world 
will be consumed by the countries th.at produce it—that 
is to say, that unless some of the now chiefly industrial 
states return in some degree to agriculture, the supply of 
foodstuffs will not keep pace with the world’s demand. 
But this prospect will scarcely seem very near to those 
who have been told so much of the unlimited resources of 
Canada, who remember the almost untouched possibili¬ 
ties of Argentina and Uruguay and other South American 
states, of Egypt and Northern Africa, of Russia and 
Siberia (under an intelligent economic policy), of Asia 
Minor and 'iMesopotamia.'' Similarly, in regard to the 
exhaustion of raw material, it is, of course, possible 
that ultimately the United States will consume all its 
own cotton. But there arc great possibilities of the 
production of cotton in other lands, as yet almost 
undeveloped, as, for example, in the British p<jssessions 

‘ Weilo, Der Einlima der Deutschen SchutzzoUpoHHk auf die 
Entwickhmg der IndusInL und Handwerkschaft, p 22. For a 
detailed comparison of the relative cost of living for working-«iass 
families 'n the two countries, so far as it can be statistically 
measured, and subject to definite limitations, see the Hoard of 
Trade Report on the Cost of Living tn'\ierman Towns (1908). 

* C/. Sir R 11 Rew’s remarks on tlie relative growth of the 
world’s population and wheat supply in Agricultural Statistics for 
1908, vol. xlvii., part iv , pp. 3()<)-i. 
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in Africa.^ It must be a very long time before the 
alarming condition of things which Professor Wagner 
foresees is realised, and, in any case, that condition can 
only come about very gradually, and as it comes there 
will be a gradual transference back to agriculture of 
the labour for which industry cannot provide employ¬ 
ment.^ As to'(he question of markets for manufaefured 
products, there is no evidonee that they are declining. 
As a matter of fact, llu y are increasing e\-en in protected 
countries. If we take (immany lieisell, (lie giowth of her 
export trade meant a coriespoiKliiig growth in her import 
trade, and this incre.isc was not merelj- of imports of 
food and raw m.iteri.ils, hut in manufactured goods 
also. As civilisation adv.inces with the development 
of the indnstiial state, the standard of life rises, tlu* wants 
of the community increase, commodities which were 
once luxuries come to be regarded as necessaries, and, 
in spite of tariffs, they are imported from abroad. 
Wagner recognised that this would always be the case, 
but scemcfl hardly to realise the extent of the process. 
The following table sets out the movement of the import 
of manufactured goods into certain European countries 
during the period 1892-1911 
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* Cf., for tlic at)ovc i.nticisni of Wagner and for fui*Wer dis¬ 
cussion the problem, yietzel, “ 1 he'Ccrman 'I'ariff Contro¬ 
versy.” in the Q J. Economics*M&y, 1903, espei lally pp 405 s$q.; 
and Brentano, Die Schtecken jfes uberwiegenden Inaustricstaats. 

* Statistical Abstracts for the Principal and Other Foreign Coun¬ 
tries. 1(^8, pp, 81-0, and 1914, pp. 99-108. 
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" Why should the result in the future be any different ? 
Why should the decline of our export industries, taken 
as a whole, set In, in case Russia, Canada, Central and 
South Amcrici, Eastern Asia, Cape (,V)lony, and Australia 
should develop manufactures at some future time ? 
If to-day a more extensive division of labour is taking 
place within the industrial realm, and a "comprehensive 
interchange of products between countries like England, 
France, and Germany (that is lands, all of which lie 
in the temperate zone, all on about the same plane of 
social and economic d('.velopmcut'), is it not probable 
that such a division (^1 labour and such intercourse, will 
not only continue, but extend even turther, when it 
includes not only the industrial states of to-day on the 
one side, but Russia and others on the other side ? For 
between the former and the latter there is a much greater 
diversity of natural as well as social conditions than exists 
between England, France, and Germany.”* And the 
number of countries which can ever become largely 
industrial is comparatively limited, and in the others, 
notably the tropical and semi-tropical countries, the 
market for manufactured goods will always bo very 
large, and mostly free from home competition. It is 
tnie that competition in those markets will become 
more and more keen, but this simply means that no one 
country is Ijkely to have in the future such a complete 
industrial predominance as Great Britain used to enjoy. 

There is one other point in Professor Wagner’s argu¬ 
ment which should be noted. The Enghsh theory of 
international trade as expounded by Torrens, Ricardo 
and MiU has never had much influence amongst continental 
economists, and Wagner attacks it on the ground that the 
greatest relative advantage, which it presupposes as the 
reason why a country should devote itself to the pro¬ 
duction ■ of a particular commodity or group of com¬ 
modities, may work extremely badly'for the conftnunity 
as a whole. It may mean that a country will find 
itself limited to the production of one commodity only, 
‘ Dietzel, loc. cit., p. 403, f 
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and hence will lose all the advantages which come 
from the possession of diverse industries and a variety 
of technical skill; or it may mean that a countrj? will be 
compelled to devote itself more and more to the pro¬ 
duction of commodities in wliicli its adv^intagc over its 
competitors is of the worst kind, namely, clieapness 
arising not fre^n ell'iciency of method or abundance 
of materials, but from i!!-]>ai<I ami sweated labour.* 
As to the first of these alternatives, it can only be said 
that there is no evidence in any industrial country 
of any such process taking place to any appreciable 
extent; but on the contrary, now industries roc\uiring 
great technical skill are rising in all industrial com¬ 
munities. The second point will be familiar to English 
readers in Mr. and Mrs. Webb’s work on Industrial 
Democracy. They will remember tliat in Appendix II. 
of that work this argument against Free Trade—that 
it may, according to that pure theory of international 
trade which has been adopted by most British economists, 
lead to the dependence of this country on sweated and 
ill-paid industries—is elaborately stated; but they will 
remember also the contention that no system of pro¬ 
tection would remedy this, but that safeguards against 
it must be sought elsewhere.* The admitted truth of the 

' Wagner, loc. ett , pp. 32 scq. Cf. Pohle, p. 218; “ In regard to 
a great part of thl.s liulu.stry (the manufacture of cloyiing) we are 
entitled to say that Germany’s ruling position In the world-market 
can be maintained only at the expense of the workers’ standard of 
living. Of the conditlon.s of work which prevail in that Industry 
we may fairly use the English‘expression that wages are only 
enough to keep ‘ body and soul (ogethcr,’ and that the hours of 
labour are as many as the hours of (he day. In a great part of these 
branches of industry homo employment is still prodoniinant. 
The miserable condition of the home workers of the Erzegebirge, 
the Fichtclgebirge, the Thuriiigiau Forest, and other Ger^n hill 
districts, is well known; and all these wyrk largely, if not chiefly, 
for export. There are still worse contiitions ruling among the 
home industries of the towns, and particularly in the lUjgerent 
branches of the clothing trade.” ^ 

• “ Buf though the cxist<;ncp of parasitic trades knocks the 
bottom out of the argument for laisser fairc, it adds no weight 
to the case for a protective tariff. . . . The advocate of a pro¬ 
tective tariff aims at excluding imports; the opponent of ‘ sweat¬ 
ing,' on^ho other hand, sees with regret the rapid growth of paj- 
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facts alleged only implies the necessity of State actioiii 
to put an end to the conditions which render “ parasitic 
industries ” possible; it is difficult to see how any policy, 
which aims simply at restraining the growth of industry 
and at slinnilatiiig the development of agriculture, would 
be likely to remedy the evil. * 

VV'e pa^s now to the Muldlc ScliooV which, in the 
main, (()llow<‘d tlic had of Professor Schmnller. With 
the gener.il altitude ol that gi'oiip towards Free Trade 
and I’loleetion we are already fauHli.ir,' tf) them “the 
tariff problem admits of only lelative solution”—all 
depends on the pailKiil.u conditions ol lime and place. 
They were not ho.lih' to ITei' Trade, but they believed 
it to be only one of various policies to be applied ac¬ 
cording to ciicimistances. Neitlur were they Pro¬ 
tectionists; in fact, their advocacy of the use of tariffs 
for the purposes of promoting international exchange 
was incompatible with any doctrine of high Protection. 
Professor Schmoller held that for the purposes of negotia¬ 
tion agrarian and industrial duties were alike necessary, 
and believing that agriculture was suffering, he would 
encourage cattle-rearing by duties on foreign cattle and 
meat, but would support duties on bread stuffs only 
when they did not raise the price of bread unduly— 


ticuldr exports, which imply tlie extension within the country of 
its most lii(,^ily siib.sidised or most jwr.rsitic indiistncs. Hence, 
whatever ingenious argiinient.i may be found in favour of a pro¬ 
tective taiift, siieh a remedy fails aftogetlier to cope with this par¬ 
ticular evil If tlie exp.in.sion of tlio industries which England 
pursues to the greatest economic ad\’antago—say, for instance, 
coal-minmg and shipbuilding, textile maniifai ture and machine- 
making—IS being cheeked, tlii.s is not because coal and slupis, 
textiles and macliinery, arc being imported into England from 
abroad, but because other less advantageous industnes within 
England itself, by reason of being favoured with some kind 6f 
bounty, have secured thi use of some of the nation’s brains and 
capital, and some of Its export trade. . . In short, the absolute 
excluwn by each eouiury of tlie imports comixilirig with its own 
products would not, Mny more ih.in Fice Tr.ido itsoif, prevent 
the expansion within theeoiintryof those industries which afforded 
to its wage-earner the worst loiiditions of employment” (Webb, 
Industrial Democracy, cd 181)7, it. pp. .865-6). 

‘ Sec above, Chapter V 
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-Whatever that qualification might mean. Agriculture 
was, in fact, to be maintained and developed by duties 
so arranged as to raise prices without increasing^ greatly 
the cost of living, and without removing the pressure 
which low prices put upon the farmers to reduce their 
cost of prftducUou by inij)rovements in method.* It is 
not apparent Hiat Professor Schmoller legarded tliis 
ideal as being in any way attainal)!o. aiul in f.ict to him 
the tariff was irnpoitant chielly as a weapon, “ I believe 
that we may draw tins lesson from history, that all 
protective mu\emenls are closely connecti'd with national 
sentiment, strivings after inteinational authonty, efforts 
towards the b.alance of power, and theiefore will continue 
to exist so long as amongst the fully developed states 
there are others striving after economic development, and 
so long as the peoples for economic pin poses have need 
of every weapon w'hich stands ready for their use.”'* 
He pointed out that the increases of the tariff in the 
eighties were used by Bismarck in this way, and that 
the Bismarckiaii idea had now been taken up again. 
But the negotiation taiiff was not to be a high protective 
tariff; it was supportid by him only in order to give 
Germany a bottei poation in commercial negotiations. 
Schmoller held that the ” neo-mercaiitilism ” of the 
early years of the twentieth centuiy had aiisen out of 
the succcsslul n.itionali t movement^ of the preceding 

century and wasb.isi d not on List's tin oiyi/f ” I’ducatioiial 

• 

‘ "Man winl fur 1 )eul:->i lil.iiul in <lir Agr.ii7ollfra;;<! h.iijon 
niiisscn : wir vvullen nii)},;lii list uii*.it l.,(nil\vii (liall ci li.iMen, tlio 
Masse dcr se-llisiwirtsi iirfftcnden Oruinkic'intuincr unit I’achlcr 
vor dem B.'inkcmu si luit/en, wir inussi ii als KominomisH itio 
Zollhdhc so biancssen, (l.e, ulinc st.uKi' V'^ei teu' rnni,' dcr I.cliciis- 
mlttel und ohne Erliolnint; dcr fJruinlrcntc do< li die I-,T.n<Iwirt« 
bestehen konnon, niul /ni’lci. Ii ilnn.li den blcdiciulcn Prcoxlnick 
ein gewisser Impuls cihallcn blcibc, duo b tcc hni.si he I'lirischritto 
besscr und rachr zu (noduzn ren Wii^wurdcn .iin Iciehlcstcn 
eine sdlche Zolljxilitik rcebtfertifion kemtitn, wenn die Kcgierimg 
durch Starke baucitiche Kolonis.it ton zeigt, ilass die ZolleilK^Ung 
mcht wesintlich iin IJicnste der rcielied Grossgrundbesitzer 
geschieht ” (Schmoller, Grun^m^, ii p 0,(0) 

, • VgrhaHdlungen dc^ Kereoo. fur Sn/Aulpuhlik, o^>z. p. ibs. 
This and the tollowing ijuot.iliifiis .oc fiom Sdnnolltr’s sircecji. 
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J 

tariffs" (i.e., the infant industries doctrine), but on the 
desire to possess an " international weapon ” (Macht- 
mittc!).* " The new period of Protection, this neo- 
niercantilism, lias come, not because the theorists and 
statesmen were incapable of understanding the lofty 
arguments of Free Trade, not because everycv’lierc some 
monopolists and large manufacturers coirtrol the Govern¬ 
ment, l)ut out of natural nationalist tendencies, particu¬ 
larly in those countries \Gth the most libel al and demo¬ 
cratic constitutions. It is based not alone or even chiefly 
on the doctrine of ‘ educational tariffs,’ but arises out of 
an instinctive, r.ither than naisoned, motive that the 
tariffs are an inteinational weapon which, skilfully 
employed, can be of the utmost use.” A strong tariff 
was paitieularly needed to enable (i(imanj' to fight the 
extreme protectionist policy of Russia and the United 
Slates. These views weie sliaied bj- a Very considerable 
number of the youngei (icrnian eioiiomists, the most 
distinguished, jicrlhips, being Dr. Schuhmachcr, head of 
the great Commercial High School at ('ologne.* 

But this policy of lanffs to be employed as a means 
of fighting other nations which pursue a policy of ex¬ 
clusion, has certain serious dangers. \\'e have seen that 
the application of the policy against France under the 
Monarchy of July, against Spain and other powers, did 
not always pioduce satisfactory results, 'i'he increase 
of the agiiciiituial duties by Ifisniarck m the eighties did 
nothing to proniole evch'ange with Russia for a numlier 
of years—in fact, by the admrssion of the German 
Ciovernmeiit itM-lt, (reinian tiade with Russia declined 
steadily between iSSo and iSoo, the conllict with Russia 
in the niiietU '- w.is short and shaip, and if, on the whole, 
in t'liat case tin' policy wa^ justified, the lisks run were 
very gre-it. Monomer, these tarifF foi negotiation are 
likj^iimament>, when one country iiuTea.ses them, others 
do the same. A^. soon as th.e projiusaK foa the new 
Geim.iii taiiff wiie inibhshed', Aiisliia and Switzerland 

r See his lonir ri poil in tlic' Wthnitlluiigtu des Veretns ftif 
Sonalftolilifi. ni<i^. 
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proceeded to revise and increase their tarills, in order 
to be ready to fight Germany. And further, when pro¬ 
tective duties are once granted, whatever tlie original 
purpose may have been, a ve^ted interest in their main¬ 
tenance is created, and the pioiluceis su protected are 
sure to oj^pose any pr;ipo--al to ndiae the duties in the 
effort to ubtau» coma>^uuis Iruin louign Powers. So, 
as we have acen, tin agrarian inteie'-t in (lerniany lieualy 
opposed any tieaty nthietiouh ol the giain duties. 
Schmoller liiniself leeogni.^td tli.it “ admittedly this 
neo-inercantdisni frupiently uveilooks the fad that 
thc'^c weapon'^ nia\- a- often be u^d un-kiiluily and mis¬ 
takenly as rightly. The agitation of the inteii sted classes 
commonly f.uls to see that excessive iiKdedion as a whole 
does more harm than good. So Pussia, the United 
States, and France have fallen into a high protective 
system, and somelimis into a coimneici.d policy which, 
though it aims at iiiteination.d powei, is ol a worse kind, 
and liinders the economic devehipiiu nt of tluse countries 
instead ol pioinoting it.” And elsewlieie (as has been 
pointed out) Sclinioiler observed iii ugaid to the latest 
German Tariff that the olhcials who plaimed it were 
much too favouralile to Pioteclioii pure and simple, 
and that those interested groups, which weie well 
organised and skilfully led, exercised far too great an 
inlluence upon it.‘ 

Another moileratc view was that of Professor Conrad, 
of Halle. WliiKt holding tliat indiistii.d piotiitiiui had 
gone far enough, he would pioUit .igiu ultuio so f.ii as 
that policy did not iinolvi tin <li pn ol (hr .-taiidaid 
of living for the woiknig < I.t-ax-. Hr woulil have le- 
tained for a time the dulir^ on toodsfiitf , but 011^ at 
their pre-l<)ob leve l, lu eau-e of the < ritie al (.ondition of 
German agrieultuie, hut the r»nly*duties he; would in¬ 
crease were such as would piomote the elrvelop'«K;nt 
of spccia* branches, sue |^ as e atlle-it aniig .iiid dairy¬ 
farming. Protessoi Sermg, of P<eilm, favoured the 
increase of the- agricultural dulU' only in the belief that 
^ Schmollei s /uAWatfA, i<>o2, part ii. p. 353. 
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they will help agriculture over a transition period in w|uclr 
radical changes must be made, if the condition of the 
eastern •provinces was not to be a serious social menace 
to Germany. He .siippoited the heightened grain duties 
only ii lliey weie to be legarded as part of a social pro¬ 
gramme which slujuld indude the reduction of duties on 
such commodilics as coffee, petroleum, etc., the gradual 
prohibition of the invasion of the eastern provinces by 
the cheaper Slave labour, and the transfoiniation (by a 
national sj'stem of land purchase) of the large estates 
of the eastern provinces of Piussia into peasant holdings. 
Unless these steps weie to be taken to maintain the 
peasantry, in whom he believed the strength of Germany 
to lie, he would Ix' opposed to the new duties.* 

It will have been noticed that none of the economists 
quoted weie inclined to defend incieased duties on manu¬ 
factured goods, the small Free Tiade school naturally 
demanded then abolition, not at once, but gradually. It 
recognised fully that educational taiiffs may be of use 
to a country in some pei iods of its economic development 
—it was piepaii'd to delencl their application in the past— 
but it was oiiposed to ''maintenance tariffs” (Erhal- 
tungsziille).” Such tariffs not only hinder the territorial 
division of labour, which has the same effect on pro¬ 
duction as labour-saving machinery; they not only 
pr event or delay a lediiction in the national cost of 
production and the attainment of'' a gieater total product 
from a given e.xpi ndituie of laboui, and a higher national 
dividend than befoie,’'“ but they abso strengthen the 
industrial combinations, and cnal'Ie them to maintain 
artificial prices in the home maiket by eliminating com- 
petitnm from outside. This paity accepted entirely the 
industri.alisation of Germany, and believed that in the 
stt'ige of that eoumry's economic development which 
hac(^been reached by iqoi ‘‘the real protection of 

* VffhamlliiHgi'n i/i'i Vcnins fut Sociulfiolitik, 1902 ,'^p. 244--7» 
None of tlic comlitious liaii boon tultillcxl by the tune of the 
commencement of tlic I'uroix-.in W.ir in 1914 

* Brent.ino, Das rrcihamictsargmncnl, p. ic. 

* Dictzel. 
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national labour is Free Trade.”* The material progress of 
.Germany de^xjudod on the extension of her manufactures 
and the completion of the division of labour Ix tween the 
industrial cominuiuties of the woild, I'lie agrieultiiral 
duties wcfo to ix; eondenined, mucc they not only in¬ 
creased the c'o-t of food by limiting tlx- supply from 
countries when- it was [adduced nitiie < heaply than 
in Germain’, but abo b\' limiting iiniimts lednred the 
market for tierman (\[>oits, wineli W( o' ebielly manu¬ 
factured goods, and ,.o in two wavs h.ingx ud tin- growth 
of industry." They ,ilso pointed to the ('.xjxaiencc of 
Germany as an illustralioii of (he fact th.it duties once 
imposed are much more likely to increase than to decrease. 
Some of thi.ir criticisms of Wagiiei and his allies have 
already lx.en indicated; and it is unneccss.-uy to state 
their more general argument, since it follows the lines 
of traditional English economic thought. 

On the whole, then, so far as (ierm.in economists 
in the past have Ix en advix'ates of Protection, their 
arguments have been based l.irgely on the political need 
of securing the development of (lerman economic strength 
as a basis for political power. When that condition Imd 
been realised, the argument of Protection was shifted on 
to another ground; it was alleged that the development 
had been too one-^ided, and that the comp.irative neglect 
of agriculture had become a source of weakness to the 
Empire. Yet foi moie than twenty yeais agriculture 
had received a largi; measure of protection, and one is 
forced to believe that if, in .pitc of that, it had not held 
its ground, the reasons were to lx.‘ sought in causes over 
which tariffs have little control. A-. to tlic other argu¬ 
ment for Protection—the need for negotiation tariffs— 
ho economist has shown that ll^i results could not 
have been obtained in another way; if they are to be used 
at all, it ijiay be argued that a system gf occasional dfftics 
—such as that establisl»t.‘d« by the Sugar Convention 
and employed in the Unitec^ States und<,T the McKinley 
Tariff*—would be preferable to the imposition of a general 
^ Brentano. * Ibid., pp. i6, 17. 
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tariff on manufacliircd goods, wliich might, or might not, 
be reduj'od. TaiifU for negotiation are at best, as even 
tlieir defender^, in fierniaiiy readily admitted, a dangerous 
weapon: llie polii y ean only be siicee^sfiil where the 
eoiintry inakiiif; ii.e of )lu in is imt dcpi ndent on supplies 
diawn Ironi, oi a large luatkel in, the eotintry against 
which they art’ eini)lo\ ed, whilst the l.ittei is so^lependent 
upon (he lornui'. And, linally, it niu-.t be borne in mind 
that taiifb aie, aftei' all, oiil\ the < iiidest foiin of State 
action, and .ne imt neee'.saiily the only or most eflicient 
means of piomoting the economic well-being of a nation; 
and the safest lessdn to draw fioin the experience of 
(lermany is the simple fact that changes in tariff policy 
W'ere only one, and commonly not the most important, 
amongst the many causes of her economic progress. 



(iiArri K IX 

THE COMMERc'lAL 'JRl^A'rnvS AND THE CON- 

VENITONAL I'AINin- OF I — JCCONOMtC 

developmI':n r oi' i,i:i>:MANY to the 

EEROl’JCAN WAR - ('()N('I,USl()N 

The coniiiKTii.il 1r<at’n'- in force with Au^tria-TIungary, 
lidgiuni, Italy, iiouinania, Seihia and Swilzt'iland 
wore tonninalilo at one vear’s notiee, on or aftor the 
31st Deca inber, loo ), and eaily in that year, iinniodiatoly 
the adoption of t!ie now general taiiff law provided a 
basis, the (lernian (iovirnnient opened negotiations 
for the concln-'inn of ik w tre.ities. As already indicated, 
the task w.is full of diHieulfi( s. The legislative limitation 
of the evtent to whii h taiiff concessions in respect of 
agricultural produee could he made, .uid the dt'slre to 
maintain the ” saintaiy ” lestru lions 011 the importation 
of live animals, particularly ov( r the eastern borders, 
tied the hands of the (It rman (lOVerniiK nt in its tlealings 
with those foioign slates whose export interests were 
mainly ;igileultmal. Anothu guiding jirimiple wis tho 
maintenance or increase of the < xisting protection given 
to certain special bianthes'of industry—as, for example, 
machinery, and this impeded negotiations with a country 
like IVlgium, whose export inti rests were diielly in- 
dastri.al.^ Whilst ildgiiim and Italy, which also h^d little 
or no interest in the export of agrii iiltural produce to 
Germany, used their i xisting tariffs .as a basis for negotia¬ 
tion, Austria-Hungary, Roumania, Russia and»Swit- 
zerlancf had all prepared Jor the discussion by revising 
their tariffs and increasing substantially the rates of 

t Rogh6, WcUmirtschafts-Polttik in Die WnHuiirl’ichaft (e<1. von 
Hallclf igo6, i. p. 16. 
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duty on manufactured goods, particularly of those classes 
in which Gorman trade was interested.' It should be 
added fliat on both sides material for concession was 
found not only in the tariff sehcdiiles, but also in the 
cn>tonis adnlinl^lt■.lllve regulations." 

The negotiation-i with r.(lgium weie brought to a 
close in June, i<)o}, in the other eases ihey were more 
protracted, but the senes was eomiih tul with the con¬ 
clusion of th(' tieaty with Austria-Himgary in January 
of the follow'ing year. The Ki idntag gave its approval, 
w-ith some oppoMtiou in the ease of the Austro-Hungarian 
and Russian tieaties, in Feliruary, and, due notice 
having been given, the new general tariif, and the " con¬ 
ventional ” tariff as determined by the treaties, came 
into foicc on tlie ist March, loob. The leiins of the 
treaties were by no means generally approved in Germany, 
for the comnierci.al and iudustiial classes were in con¬ 
siderable doubt ns to the effict of the new arrangements 
upon their particular iutcTcsts; but theie was a widespread 
desire to teiminate tlu' long-continu( d uncertainty, and 
to return to a delinite basis of commercial relations. 
The new' tK'atns ware to continue in force until the end 
of the year ipl/, and after that waic' to be subject to one 
year’s notici' on either sidi-, in tlie case of the Dual 
Monarchy, having legard to the natuie of the com¬ 
mercial relations between Austria and Hungary, pro¬ 
vision W'as made for a possible termination at the end 
of I()i5. 

The treatic.s provided for i eductions in the rates of 
duty imposed by the general tariff on a large number of 
classes of commodities; and in many other instances the 
“ general ” rates were “ conventionalised ”—that is, 
the German Government bound itself not to increase 
them, or impose duties where none existed, so long as the 
treaties should remain in force. As regards agricultural 
produce, Austria-Hungary, Roumania and Serbia ob- 

‘ The Serbian Tariff had also bc^n revised, and on tlie whole 
increased, though not with tlie same direct purpose 
• Cf. Rogh< 5 . loc. ctl., pp. 1,5-15 



in 


tHE TERMS OF TttE TREATIES 

taincd the reduction or conventionalisation of duties in 
respect of grain, oil-fruitb and seeds, vegetables, fruit and 
timber; Ku^^siu in especially’ of grain and tindxu ; 

Switzerland ol fiiii(. and Tlal\ of wgetables, frnit, 
“sonlh<'in finite, ' olui",, olive and easlor oil. wine and 
vernioutli* Willi iigaid t<i niaiiid.ictMled gootls or raw 
niali'iials, coiu<''^''1om'. iiiNohnig llie iidiution or con- 
venfionali^alion otyflu lale^ dl dul\ <om1 ,lined in the 
gi’iieral laiilf w le made (loi i xaiMl'Ii ) in le -jk i < of clieini* 
cals foi AH'-!! i.i-l luiigai V , wniatil nmiii-, foi Aielria- 
Hungarv, lalgnim, and '-wdzei hiinl, silk goods for 
Switziriantl and Italy, woolli n tissues, cotton yarns, and 
manufactures l hereof foi Switzei l.and; linen yarns for 
Austria-Hiing.u y .ind lUlgiurii; tioots and shoes for the 
same countius and It.ily, Katliei waies for Austria- 
Hungary, Iklguiin and Switzeilaiid, gloves for Italy; 
straw-plait for Switzerland and Ital}', fiiiniture for 
Austria-Ifnng.ii y, glass ami glass-waie, iion and iron 
alloys, copper anil i oppei alloys for tliat country and 
Jfelgium, some steain-i ngines and mm liincry, ventilating 
machines and pumps for Iklgium. knitting machines, 
electrical appliami s, anil (locks for Switzi iland; toys for 
Austria-Hiiiig.u y, and marble, giaiiite, and stone¬ 
cutters’ woik for Italy.' 

All the treatii s eontauu d guai aiitees ol tlie comintiance 
of reciprocal “ most favoured nation ” treatment, both 
as to general facilities lor the conduct of trade and com¬ 
merce in Germany, and as to rates of duty, so that the 
reductions made by (jermany^jii favamr ol any one nation 
were ipso facto extended to all the otlur i'intracting 
states, the result being the creation of a conventiimal or 
" minimum ” tariff, with rates of duty in many instigiccs 
lower than those of the general tariff, incapable of increase 
in any case during the existence *)f the treaties, and 
applicable to goods coming from any country entitled to' 

* Russia also obtainwl an iticrtase in tlic niimticr of swine for 

immediate sLaughtcr, which might be sent weekly from Russia 
into Upper Silesia, • 

• Full details arc given in the New German-Tariff as Modified 
by Treaties (Board of Trade, 1905), 
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“ most favoured nation ” treatment in Germany. With 
regard to the effect of the " most favoured nation " 
clause,‘it should, however, he pointed out that its force 
may he, and oflen is, diinini'-hed hy the f.ict that though 
reductions of the r.iles ol dul\' ou ]),niiculir classes of 
goods made hy oik* eoun(i\' m lavour of anotlier arc 
necessarily e.xleudei] to aiy fluid jiai ihititled to “ most 
favoured nation " tre.itnieul, tlie\' ua\' he actually of 
littlt' v.aliie to this third country, liecause it does not 
produce goods of identically the s.une character. One 
of the piim.iry purjioscs of the elihoratcly detailed 
classification contained in the Giainan larilf, and of 
other continental t.iritfs fiMined on tlu' same model, is to 
provide opportiimties for the spei-rd trc.itment of par¬ 
ticular stales without any dangerous e.xteiisiou of such 
privileges hy reason of ttie “ most favonreif nation ” 
clause. 

The new conventional tarift. under which the great 
bulk of Germany's foo m,. trade w.is tlieieafter earned 
on until th(' ■•oinro.tk of the gnat I'.uropean War of 
1914-marked a very distinct .idvaius' as compared 
with th' Jirevioiis tariJI in the .iinount of protci'tion 
affordet* h* agriculture, with increases on tlie principal 
grains, cattle, sliei'p, pigs, fresh nic.it, h.icon, animal 
fats, moi^' cf .ill kinds, margarine, vermici Hi, etc.; but 
as regardiv^kc etlVct of tlie cli.inges of the rates of duties 
upon nian*'*'^ctiired goods^ it is hv no means easy to arrive 
at any vc .V deliniti' eoiieliision, es])ceially as the numerous 
and mim'^c reelissilic ilion^ render comiiarison between 
the old ”'‘W' rates of diitv almost impossible except 
for the experts of the partieiilir trades .1 fleeted. On the 
vvlioV' **'c general level rioes not sec-m to have been 
gQ.iOiisly raisi'd ' Thus there were inere.iscs in the rate 
duty on candles, Varnishes, cotton-yarns (the higher 

•ouats), linen and jute yarns (the higher counts), boots 

» 

v> , 

■ The Hoard ot Tr.nh' eslim.ltod ami Foreign Trade 

ami [mlustry, loo i. (i 1 7U tli.it Iju' (leiieral Tariff did not involve 
any appreci.dile mcroa.se m tlic liiirdon of duties ujioii German 
im[x>rts from the United Kiiigdoin. • 
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and shoes, gloves, indiurubber wares, some joiners’ wares 
(window-fr.imcs, doors, st.iirs, monldings, etc), up- 
liolsterers’ furniUire, mecl\anicallv-prcpared p.isleboard, 
wood-pnlp, ])a\niig stones and macliinerv. On the f>lher 
hand, tliore were di-eie im S in llie rales of <inty .ipplicable 
to timber for industiial ])nij>oses eintdensid milk, n'hned 
petroleum, hen/ine and g.is ods foi motor purposes, 
caustic sod,i, li<iiil't xtr.u'ls of d\e \voo<ls, inoliair and 
alpaca yarns, r.iw silk, eeitaiu silk lissius, cotton-yams 
(the lower counts), hnen and jute yarns (the lower counts), 
felt hats, some saddlers' w.ires, str.iw-plait, lithographic 
stones, and pig-iron, llie duties on lea and cocoa were 
reduced, but that on roasted coffei' was raised; and 
as regards building materials, then' were advances in the 
duties u])on roohng-slates and bricks, but reductions in 
respect of building timber and fireproof bricks. 

It has already bei-n ribserved that several of the 
continental states h.id levisod their tariffs and increased 
the rates of duty leviable thereunder in preparation for 
the treaty negotiations; and though (lermany had 
ultimately obtained the renewal of the commercial treaties 
and the recognition of the higher rates upon agricultural 
produce fixed by the tariff law, she had been compelled, 
for her part, to acquiesce in substantial increases of the 
duties levied by her neighbours on some articles of 
importance to her ex})ort trade. Thus in ^witzi'rland 
the new rates of duty w'ere higjicr than the old in the case 
of cotton textiles, silk goods, some classes of woollen 
goods, bruslu's, furniture, *\vines, cigars, and shoes of 
fine leather, whilst the reductions were noticeable only 
as regards aniline dyes aiul hops. Austria-Hungary 
raised the duties on rye and hops, cotton-lace, sorng half¬ 
silk textiles, rough wooden wares (furniture and parts 
thereof), machines for metal-working, varnished leather, 
colour-prints and photographic paper; Russia on ^me 
cotton textiles, sewing#machines, rnachines for wood¬ 
working, locomotives, fine brass wares, cooper’s wares, 
colour-prints and chromo-lithographs, some perfumery 
and cdfemetics, and fireproof clay; Roumania on a number 
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of classes of cotton and woollen goods, sewing-machines 
and similar machines, automobiles, the heavier classes 
of maclTine tools, glove-leather, colour-prints and litho¬ 
graphs; and Serbia on certain cotton and woollen textiles, 
woollen yarns, some wiought iron gootk, fun- and var¬ 
nished leather, and gloxc Icathet The deenases in the 
rates of diitv oblained lyv tlie ('leiin.ui negotiations were 
in all these countries ol rel.ilivel\^^,.->uiall iinjjortance. 
As in the case of the ik'w treaty with lUilgaria (which 
came into force' in January, irjoti), (iermaii}' again was 
not able to obtain any appreciable reduction of the high 
duties cstablisheil by the revised Jhilgarian tariff, there 
appeared to bo some justification for the complaint of 
the German manufacturers and merchants that the use 
of the new general tariff for the puiposes of negotiation 
had not been maikedly suceesslul, and that, in fact, 
whilst the agrarian interc'sts had been safeguarded, the 
German export industry had been subjected to new and 
severe handicaps.* 

It will be convenient at this point to indicate briefly 
the nature of Germany’s commercial relations with 
countries other than those mentioned in the preceding 
paragraphs. It has already been stated" that, in the 
absence of any commercial treaty, the United Kingdom 
continued to enjoy “ most favoured nation ’’ treatment 
by virtue of a German law which was periodically re¬ 
newed; the same treatment was extended to all the 
British Dominions except Canada. Wlien in 1897 
Canada first accorded to the linited Kingdom preferential 
tariff treatment, Germany protested that such action 
was repugnant to the provisions of the commercial 
treaty/)! 1865 between the British Government and the 
Zollvercin. That treaty, which provided for reciprocal 
and complete “ most favoured nation ” treatment, 
applisd to all the possessions of the British Crown. The 
Britisli Goveniment accordingly, denounced the* treaty: 
German goods were conse'quently subjected to the general 
(as contrasted wifh the preferential) tariff of Canada, 

‘ Roghe, ioc. at., pp. 15-17. * Vide supra, p. yt. 
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anti Canadian goods imported into Germany were sub¬ 
jected to the general rates instead of tlic conventional 
rates of the German tariff. As Germany pergisted in 
refusing to recognise tlie principle tliat the tariff relations 
between any two paits of tlie ]>ritisli hanpire were a 
matter of^)uiely domestic conceni, C anada in November, 
1903. imposed m suilax of one-tlnid over the general 
rates of duty /\i^ the Canadian market grow in im¬ 
portance this dilh'iVntiation became increasingly ob¬ 
noxious to Ca-rmany, and inferm.d negotiations at (Htawa 
led to an agreenn‘iit in h'ebinarv, i<)io, wlioreby Canada 
abolished tlie surtax on Geiinan goods, and Germany 
granted to Canada the conventional lates of duty upon 
wheat, barky, (>ats, fiesh truit, a variety of agricultural 
products, wood spirit, certain classes of leather, and a 
few other commodities 

The commercial relations between tlie German Kmpire 
and France remained regulated by the article of the 
Treaty of Frankfuit, which bound !•'ranee to accord 
perpetual " most favound nation ’ treatment, which is 
voluntarily recipiocated In the case of Spain there 
existed, from onwaub, an agreement giving the two 
contracting coiinlrics reciprocal “ most favouri'd nation ” 
treatment; this w.is di'iiouiiced in 1^05 by the German 
Government, and would have terminated in June, 1906; 
but the termination was postjKuied, first for six months, 
ami subsequently for an indehnite period. Wifh Portugal 
a treaty ol a somewhat unusual ehai.iclei was signed 
in 1908, but ratified only in 1910; under its provisions 
the rates of duly of the existing Portuguese tariff were 
conventionalised for the duration of the treaty (eight 
years), except in the case of certain sjx'cilied articles, 
in respect of which Portugal reservcfl the right to increase 
the duties within presciibed limit'? on condition that so 
soon as such increases were enforced the duties on rather 
specifiedfGcrman goods Y'^idd be reditceil. the reductions 
so to be made being also ^et out in the treaty.^ With 
Greece a treaty had l^een in^orce since 1884, which limited 
* ‘"See Board <••/ 1 rade Journal, June 17 and j!4, 1909. 
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the duties on currants and valonia imported into Germany. 
In 1906 a treaty was concluded with Sweden, whereby 
tliat country obtained the advantages of the conventional 
tariff, and reductions on a number of commodities (such 
as wooden window-frames, paving stones, stone-cutters’ 
work, and some dairy machinery). Finally, Holland 
enjoyed “ most favoured nation ” treatn^ent in Germany 
under a treaty of 1851, as did Norway and Denmark by 
virtue of ancient treaties, or rather^'lsince it is doubtful 
to what extent such treaties can be regarded as binding), 
by an understanding not to disturb long-established 
relations. 

As regards non-luiropcan countries, the most important 
matter was the attitude; of the Geinian Empire towards 
the United States. Under an agieement of iqoo the 
latter granted to the former the reductions in the rates 
of customs duties provideil for by Section 3 of the 
Dinglcy Tariff Act (the most important, in this instance, 
being those on wines),' and m return for this were ad¬ 
mitted to the advantages of the German minimum 
tariff. This arrangement was terminated when the new 
German tarill came into force in i<jo6; but in the following 
year a fresh agreement was rcacheil, whereby in return 
for the same concessions on their part the United States 
obtained most, but not all, of the German minimum 
rates. The revision, in 1909, of the United States customs 
tariff, brought in its turn the necessity of terminating 
the agreement, and after some uncertainty, and for 
a time tlie prosjiccl of a taii'f w.ir, the two st.ites agreed 
to extend to each other the advanl.iges of their minimum 
tariffs. With all the other Ameiic.tn St.ites except 
Brazil, Chili, Peru and San Domingo, Germany had 
treaties with secured reciprocal “ most favoured nation ” 
treatment, without any specific reductions of duty on 
either side.' Similar arrangements existed since various 

I 

• ViiU oi/ra, p|) jr.) j ' 

’ Under .1 tio.ily 01 oio.s witli H.iyti, however, Germany 
admitted eeil.un tl.iyli.ui |iriidiuts at the minimiiin tariff rates, 
and obtained reductions at iluty on some of lier imports into Hayti. 
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dates with Liberia. Abyssinia, Turkey, and Persia; 
whilst in treaties with Egypt, Japan, China, Corea, 
and Siam, there were inchided schedules of Kites of 
duty'whicli might not be increased so long as the treaties 
were in force ' 

There aa- si'ine otlicr matters connected with German 
tariff legis]atit)i\, wliu.h should be noticed here. Tlie 
first is the extiiit p) wliicli tlic sysliun of drawbacks was 
adopted. On tlie iSj'ortation of aiticles in which cocoa 
is an ingudicnt, .i diawback w.is allowed eiiual to the 
import duly levi.il)lc on tl.e .miount of cocoa beans u.sod 
in their niaiiufaetuic; and siniil.ir leinibiiiM'inenls of 
customs or e.\i-ise diitK'' W(k' mack m icsjx'et of expoilcd 
spirits, iiroduets (<uit,umng spnil. .uul tob.icco and 
manufactuies tlKiiol A somewiiat (lilhueiit arrange¬ 
ment existed in le^aiid to thi“ pioducts of floui and malt 
mills; the exporteis of sucli commoditu's lec'eived certi¬ 
ficates enabling tiiem to imjcoit free of duty grain corre¬ 
sponding to the amount of foieign grain utilised in the 
preparation of the expoited products, and a similai plan 
was adopted m legaid to tlie j>roducts of oil factories, 
according to the amount of foieign oil fimts and seeds 
which have been em]iloyed m tlie preparation thereof. 
Other drawbacks rel.ited to salt and re-exported timber 
for building and industrial puiposes." A connected 
matter was the du1\-fiee admission of materials and 
articles (the list of which might be increased irom time 
to time by decree) lecjuirod for the construction and 
outfit of sea-going vessels. , 

• I lu' \ .11 lull - I on I IIH o M I (1 1 .1 Hi . I o u |||| h 1 1 || H Ml < I.S lll.llto 

ill tills I \M. ic 111 loo I .11 III! uMiI/I< .11. ui IImm ,11,0 Kiii()|xari 

War ill 1014 llic |.iMMiiil' lli.u .1 il.ili oj \v,u .iuloinatii..i Uy 
termilialcs ln..ilM s t/<l\H'ii tin In lli;',i o nl sl.i.O-s- Uiuugli»llicy 
may, of louo.c, l/i- o mviU li\ iln Oi.ity 111 |K,iii -- gut all end 
to the toniTiii 11 i.il iK.oiis IkIuiim < .i 1*11.01^- .oul lln following 
Utates (a.s (lu. nuiiibi r ol h'r i-niiiius ;;i.iilii,illy c;iiw) Russia, 
Serbia, Iti^iiiiii, ('.III,III.I. Il.ily. Koiiiii.uii.i, I’oilucj.il, (ilvrui, 
the UniU w Si.i0 s. (.tii.ii» iiMla, I loiului.e-, •Nii .ii.i^^iia. Panama, 
Pern, IJrusn.iy, l.igaii, ( Jiin.f, bkiin, .oid 1 iLuii i 

* Dcl.'uhil iiitnnii.iiiuii I, auiii III 0 / // 1/ ICchrcienta- 

iives AhroaJ •/» H'naitt 's (c///ii» 1/iftn Iho^c, </;; Shij'/'iiif.; and Naviga¬ 
tion), 
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A second point Is the provision made for the " Im¬ 
provement Trade.” “ Tlie free import of goods for the 
purpostts of niamifacture, of completion or repair, with 
the object of their re-exportation (the so-called active 
iinprovenient trade), is i)eriiiitte(l if this i)romiscs material 
advantage to the industries concerned, and if it entails no 
injurious consequences to other home iii^lustries; further, 
it is permitted even when some spiall disadvantages 
exist, if tliesc arc outweighed by beif^fits so much greater 
as to conduce, on the whole, to the furtlierance of German 
economic prosj)erity. 'Ihe free importation of goods 
exported from the country for impnrvement (tlic so-called 
passive imiuovcment trade) shall . . onI3'be permitted 
in exception,d cases, and mily when the improvement 
in question cannot at the time be made in Germany, 
either at all, or only msufliciently, or in an inferior 
manner; further, wlien it applies to experiments made for 
the purpose of attaining new manufacturing methods or 
new patterns. . . . The scpanite Federal States have 
the right of independent decision 111 individual or temporary 
cases of imiirovement trall'ic If the question, however, 
should be the establishment of .1 permanent improvement 
traffic not yet permitted w'ithm the German customs 
system, the consent of the Federal Council is necessary 
before the permit can be granted. '^ 

Fimilly, it may be pointed out that in Art. 15 of the 
Tariff La\t' of lyoj it was enacted that the per capita yield 
of the dulich on rye and wheal, c.itlle, sheep, poultry, dead 
meat, bacon and flour, in • excess of the corresponding 
average annual j-ield for the six j'cars 1898-1903, was to 
be set aside to form a fund to facilitate the establishment 
of a national scheme of provision for widows and orphans. 
In the event of such a law not being in force at the com¬ 
mencement of i9io,*’the fund and the annual surpluses 
were to be handed over for the same purpose to the 
institutions existing under the Invalidity insurance 
Laws. • 

The tanff of 1906 came mto ojieralion in the midst of 
' Constiiat /*'<■ tioho Jot the Year iyo6, p. #3. 
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a period of great industrial and commercial activity 
throughout the world, which continued until the latter 
part of I907, when a reaction was hastened and accentuated 
by ilic far-reaching lliiancial crisis in tlie Unih'd States. 
The period of expansion up (o the end of 1907 was 
accompai}i»;J iiy a t.iirly giuiei.d u|>ward luoveinent, I)oth 
in rates of wag<i*; and in eaniinLis, wliieli was, liowever, 
in part at least, (yj nler!>,d.mced by the rapid .ulvance 
in the prices ol ,dnios( ,dl iin)Mii t.nit ai tides of food, 
notahlv wheat .and r\'e. luead and in»'at (espeei.i|l\' pork); 
and it does not ,t|ij)e,ii that the le.ietion of 1908 was 
accoinpanieil liy .niv appreei.d)le l.dl ol tlu' ju iees of lli(;sc 
commodities ‘ i low far lh<‘ shaip use of j)nees in 1906 
and 1907 was due to I lie mihienei' ol the inereasi-d customs 
duties, ami how f.ir it was tlie expicssion of purely 
economic foieis {.igiicullural conditions, inciaxiscd earn¬ 
ings, and conseijueut enhaneial demand) are problems 
which it does not ap]iear po sdile to solve in any very 
definite manner, Init then' can be no reasonable doubt 
that in an appreciable measure it was the outcome of the 
increased protection winch ('/ernian agncultural inte.rests 
had procured for themselves 

In this connection it may be pointed out that of the 
total customs receijits in 1912, amounting to 89b million 
murks, over three- fifths (555 million marks, or 62 per cent.), 
was derived from duties on food, drink, and tobacco; 
raw materials and semi-linished goods juovidell 19-4 per 
cent., and " finished goods ” 16*5 per eajiit. The average 
ai valorem rate of duly {i.c , projiortion of duties collected 
to the value of the dutiable goods) was in that year in the 
case of foodstuffs, etc., 21 per cent., whilst for raw 
materials and semi-finished goods and “ finislieil goods ” 
it was 15 per cent, and ib percent, respectively. Dutfablc 
commodities constitiiti-d 19 per c<?nt. of the value of 
raw materials and semi-finished goods imported, 56 jaer 

• For cvidcni c of Uie iip\v:^il nioveincnl fit pru i s, ;;<■(; /hitish 
and Foreign Trade am! {• d 4504, i<ii>o), ]>]>■ in'), 195, 

200, 204; the /tc/>or/s of II M (dinsul-frinrral at lierhn for 1906 
(pp. 11-13), 1907 (pp. 12-14), ami ii/i.s (p|). 4o-,|i), and the 
Report o^H.M. Consul-General at Frankfurt for jijoH (pp. 14-33). 
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cent, of the " finished goods," and 89 per cent, of the 
foodstuffs, etc. The following table shows the average 
yield of the customs duties per head of population for 
a series of years 
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This is not tlic place to discuss in detail the financial 
difficulties w'hich perplexed the Government of the German 
Empire, and in a lesser degree tlie Governments of the 
several states, in the decade before the Ihiropean War, 
or the political effects of the attempts to find a solution 
of the problem. It must suflice here to point out that 
the failure of the revenue to keep pace with the rapid 
increase of expenditure, and the consequent doubling of 
the Imperial Debt within twelve years,^ were due in part 
to bad financial administiation, and in part to the 
exigencies of political policy. The first defect was 

* fn un,.2 <lic (lulus on gram ,ind otlior cereals yielded 4-04 
marks per head of populauon, immanuf.iclured tobacco fSo, 
CofTee petroleuiu, eU , i 30, wme 014 5, meal and meat extract 
0-23 (an abnoinially )ngh figuie), “ southern fruits ” 0'2i, tobacco 
products o'2i, lanl and smiilai fats 0-20, cocoa <>-i7, butter and 
margarine 0-17, rue o-io, dicese and otl-scods o-o8 each. The 
higliest average yields for manufactured commodities were sup¬ 
plied by iron and steel goods and cotton manufactures with 0-13 
mark per head, llien tame cotton-yarn .and twist with O’lo, 
woollen poods with o-<), silk goods o-8, and machinery 0'8. 
Tobacco, beer and spirits, sparkling wines, sugar ,and salt are 
subject to customs and excise duly; but the yield of the customs 
duties on these artu lcs (except tobacco) is (jiiitc small. 

The permanent debt of the (lerman Empire v/a.’’ J 306,000,000 
in i8(3t>, and 7212,000,000 in Outober, i(>)8, byTgia it was 
jf243,ooo,i>oo. Tills was tlie dcot borne by the Imperial Govern¬ 
ment. The total ol the Slate debts in 1912 was approximately 
£ySo,ooo,ooo Against these debts there were, however, spmo 
substantial assets, especially the State railways. 
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generally recognised; there was a widespread demand for 
reform. As regards policy, in order to placate the states, 
to prevent financial demands which might caiise them 
to strain against the federal bond, the Empiic deliber¬ 
ately confined itself in tlu' main to indirect ta.xation, and 
then hadded over to its constituent states the major 
part even of the revenue derivc'd fiom the kind of taxation 
which it reserved for itself. 'Unis on the one hand it 
limited its own resources, and on the other it cnc<niraged 
(indirectly, but not tlie less efhetnady) expenditure 
by the states ^ When the devcdojnnent of Imjrerial 
expenditure made it necessary for tlie hanpire to call 
upon the states for large contributions towards Imperial 
pui*poses, the financial position of tlie states was not 
such as to enable them to meet the demand.^ The Im¬ 
perial Government felt it nec( ssary' in r()o8 to devise 
means of obtaining some 25,000,000 a year of additional 
revenue, and inasmuch as there was in some quarters 
a strong desire to prevent, so far as jiossible, the in¬ 
trusion of the Imperial Governmc'iit into the Sphere of 
direct taxation, the pre.serve of the states,^ and as its 
proposals for the introduction of an estate duty and 
monopoly of the retail sale of spirits were rejected, it 
was ultimately reduced to the introduction or extension 
of taxation upon articles of general consumption (beer, 
spirits, sparkling wines, tobacco, coffee, tea and matches), 
upon incandescent lamps and burners, mantles and 

carbons, and upon a number of commercial instruments 

• 

‘ Details of the (inam lal history of tlic h.nijaro will be found in 
Denkschrtftenbund mr dt’i Jiitlunrf<, fines Gesettes 

betreffend Afiderungen tm Finamwesnt, issued by the German 
Government in i<}o 8 . ^ 

* The cumbrous system under wfiii h all llie i iistoms revenues 
in excess of ,('>,5oo,f)oi, a year was div^lod among the separate 
states, which m turn jxiid to tlie Mmpirc inatm uhir < rmtributions 
towards its expenditure, was convenient for the St.ates so lo^ as 
they recef<«*d more than tlicw paid; but wl^eii tlie situation was 
reversed after i^oy, they foiAcl themselves in giave difficulties. 

* To some German politicians, as to those of other federal 
8 tates, 5 the exclusion of the contra! Governnicnt from the sphere 
of direct taxation appeared as an essential safeguard of the federal 
princlplt. 
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(real property transfers, dividend coupons, securities, 
bills of exchange and cheques). 

The s^riiont feature of the long and complicated parlia- 
mentaiy history of the discussions on financial reform 
was the revival the hostility bel\v(;en the " industrial ” 
and “agraiian” interests. The former allej'ed that, 
as in the tariff, so also in tlie financial'proposals, they 
were being sacrificed, because of the political power 
of the landowning classes and their refusal to take a due 
share of the new burden of taxation—a share which, 
as the result of the liigh protection accorded by the 
riernian tarilf, they were allc'ged to be fully able to bear. 
The resentment of the “ industrials” found its expres¬ 
sion in the formation of the so-called " Hanseatic 
League,” to guard the interests of the manufacturers and 
merchants. I'.ut the general economic progress of the 
following years made this rivalry gradually less acute, 
and up to rqiq there was no strong reason for supposing 
that the broad lines of Germany’s commercial and tariff 
policy would have been appreciably modified. 

The depression which began in the latter part of 1907, 
though marked, was not acute nor very prolonged; by 
1910 recovery had come, and from that year onward 
Germany shared to the full in the remarkable development 
of the world’s industry and commerce, which continued 
until the (gilbreak of the general ICuropean War in 1914. 
In the period from 1906 to 1912 (both years included) the 
total imports for home consumption increased in value 
from 350 million £ to 526 million £, and the total exports 
of domestic produce and manufactures increased from 
313 million £ to 440 million £. The most striking 
advances in the export trade were shown by iron and 
steel, and manufactures thereof (of which the export 
value rose from about 35 million £ in 1906 to nearly 
()0 ‘million £ in 1912), and machinery of all kinds (from 
about 17 million' £ to apjpr«>ximatcly 34 million £). 
Chemicals, drugs, and dj'es increased from 29 million £ 
to over 40 million £, and in many other branches of 
production (cement; copper and brass goods;*'cotton 
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and woollen yams; dressed skins and furs; raw hides 
and skins; dressed leatlier and loatlier wares; paper of 
all kinds; fine wooden wares; toys) there were substantial 
increases in values. (.)n the other liand. little progress 
Wcis made in the value of cotton, silk, and woollen manu¬ 
factures cx[>orted, though in the two first-mentioned 
classes of goilds tiiere were substantial increases in 
quantities. Ihc exports of coal .lud coke rose from 
16 million £ in 1906 to nullion £ m 1012; grain, flour, 
and meal showed a large iiiciease, though tliere was also 
a marked advance in imports; the (|u.mtitii'S of sugar 
exported showed a very maiketl downward tendency. 

The table on the following page shows the movement 
of certain of the more imixutant iiulices of ('lorman 
trade for (iuin(|ueimi.d ]>eiiotls fiom 1890 to 1909, and 
the three yeais 1910-1912.* To the dat.i given in that 
table .soim‘ further facts as to (ierm.iny’s economic position 
may be added 

1. Of the total output of iron-on' in (iermany and 

Luxemburg in 1912, amounting to 32 7 millions tons, 
19-5 million tons were protluced in lauraine. 'Jhc 
output of jiig iion 111 that j>rovmce was. however, com¬ 
paratively small—piobably only about one-lifth of the 
total German make, and the production of coal was 
relatively insignificant. Alsace played a very important 
part in the cotton industry of Germany, spinning higher 
counts than any other Germjm centre of the trade, and 
carrying on bleaching, d^'eing and esjiecially calico- 
printing. In 1909 -the latest year for which detailed 
statistics are available—AK.ice had 1 b million spindles 
out of 10 2 millions in the whole of Germany, and 42,000 
out of 2(X),ooo looms. In Alsace also there art very 
large deposits of potash salts, no^ so developed as those 
of the Stassfurt area, but certainly as of equally great 
import|?ipe. • 

2. In certain of tlA: ^non-ferrous metal industries 

‘ The figuu'S given in tlie Wililc arc ti.isol on tliosc in firUtsh 
and Foreign Trade and Industry, nx'O. ■ukI the Staltsltcai Abstract 
for thi Principal and Other Forcti’n Countries (No. 39), 1914. 
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CONCLUSION m 

ewmany bad acquired a very strong position. In 1913 
the world’s production of spelter \v»s estimated at 
1,100,000 tons, of which Germany produced' about 
312,000 tons, being surpassed only by the United States. 
Her production of zinc ore liad, from the early years of the 
last decade of the nineteenth century, ranged about 
700,000 tons- im 1912 it vv.is (144,000 tons with a zinc 
content of 240,000 tons; but (ieiinany had olitained 
control of supjdies of great iinpoitance from Australia. 
In 1912 the world’s outjuit of pig-lead was approximately 
1,200,000 tons, the (ierman Mmiure’s share of this 
amounted to 177,000 tons (of which 7.'^,000 tons from 
domestic ores), being sui passed only by the United 
States (about one-tliird of the total) and Sp.iin. Of copper 
Germany’s production was small, but her share of the 
world’s consumption (.diout 1,000,000 tons in all) was 
approximately one-quaiter. A group of German metal 
companies, by means of holdings m subsidi.n y companies 
in European and extra-l-'uropean countries, h.ul acquired 
an extremely strong position in the metal markets of the 
world, and controlled the Ihiropi'an nrirkets for spelter 
and lead by international conventions which they had 
forced upon the manufacturers of other countries, and 
directed. 

3. Germany’s foreign trade was essentially ICuropcan. 
Taking values as a basis, in 1913 European countries 
supplied 55 per cent, of Germany’s imports and took 
no less than 7b ])er cent, of h^r I'Xjiorls (sjiecial trade). 
America furnished 27 8 per c»-nt. of her imjiorts and took 
15-3 per cent, of her exports 'J he United States were 
her largest supplier (15 9 per cent ), but t<jok only 
a little over 7 per cent, of her exports. The United 
Kingdom was her best customer {r4 2 per cent.), but 
supplied only 8 j)er cent, of lu^ imports. Russia’s 
shares were 13-2 per cent, of the imports and 87 per cgnt. 
of the $!«ports, whilst *\ustria-llungary's share were 
77 per cent, and 10-9 per dtnt. respectively.‘ 

This sketch of the histhry of German commercial 

‘ Warms, Deulichlands Anteil an Wcllhandel, pp. J13 seq. 
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and tariff policy must of necessity conclude with the 
outbreak of the general European War of 1914. It 
would 6e inappropriate to enter here into any discussion 
of the extent to wliich the deliberate adoption by Germany 
of a policy of industrial and commercial expansion, at 
once subordinate to, yet instigating, political' ambitions 
—the openly avowed pursuit of " Handels- und Macht- 
politik’’—contributed to the great--catastrophe, and 
especially to the alienation of the sympathies of so many 
Powers throughout the world; but there can be no doubt 
that it did so contiibutc in large measure. And in view 
of the conditions created by lu‘r defeat—the loss of her 
world-prestige, the uncertainty as to her future political 
and social oiganization, and consecpicntly as to the 
economic influences likely to be juedominant, and the 
crippling terms imposed b}- the Treaty of Peace of 1919— 
it would be jiremature, and indeed impracticable, to 
attempt any fori'cast of the commercial policy? which 
Germany is likely to pursue. During more than five 
years of war Germany’s trade ndations with a large part 
of Europe and ultimately with jnactically the whole of 
the extra-European world were suspended; her foreign 
trade was reduced to insignificant dimensions. After 
her defeat the cession of Alsace and Lorraine to France, 
and of the province of Posen to the Itepiiblic of Poland;^ 
the application of the plebiscitary principle to Upper 
Silesia (an important industrial area, including large 

' It may 1 h> noted tlial special provision is made in the Treaty 
of I’eaie (.Ail ziiS) foi the tiansitional commercial relations 
between (leim.iny and the transferred terntones Thus, in the 
case of AKaie-l.orraine, natural and manufactured products 
orifjinating in and expoiled direi tly into (iermany from those 
provinces aie to he exempt fiom (leinian en.stoms duties for five 
yeais (u)) to a maximum in laih jear of the average of 1911- 
19IJ), and for the .s.inie peiiod the (lerinan tiovernment is bound 
to allow the iiniestru led exportation from Germany, and the 
subscijueiit reimportation, of yarns, tissues, and other textile 
rnatcnals sent to Alsaie for fmisliiijjg processes thertfj^^ For three 
years Germany is bound to adiiip freely the produce and manu¬ 
factures of the terntones transfcireil to Poland (.subject to the 
same maximum as in the c.ise of Alsace and Lorraine); and the 
Allied and A.ssociated Powers may reiiuirc similar treatinent for 
Luxemburg for a peiiod of five years. 
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zinc mining and smelting works), to the soutlnKni portion 
of the province of East Prussia and tlie northern part 
of the province of Schleswig; the creation of the free 
state area of Danzig, under the protection of the fo^ague 
of Nations; the transfer to I'raiice of the unrestricted 
ownership and explorafion of the coal mines of the 
Saar Valley, the control of tliat area by the l.eaguo of 
Nations and the tletcrniination of its jiennanont status 
by a plebiscite after fifteen yeais,. the exclusion of 
Luxemburg from the ('leiman Customs I’liiou; the inter¬ 
nationalisation of till' uavigabk wateis within (Germany 
of the Elbis Dder, Xiemeii, and Danube, and their sub¬ 
jection to the contiol of international conmiissions; 
the obligation ingiosid en C.ennany to give permanimtly 
to the “ Allied and As-^uei.ited i’oweis '' " most favoured 
nation ” tieatment m all tliat relates to tiu' imi>ortation, 
exportation, and transit of goods, and to navigation; 
the limitation, for a ja iiod of three jears, of her power 
toincreasc customs duties, the loss of all lu'r overseas 
possessions, the tiansler to the Allies of her mi'rchant 
fleet; and the heavy cliaigi's laid ujkhi hei liy way of 
reparation -all those together impose upon Germ.in 
losses of resources and ]iroducli\e jiowar, and icstrictions 
of liberty of economic ]>olicy, such as no great nation 
has ever jneviously exjHiienced in the history of the 
world.' The judblem w’hicli she has to face is extra¬ 
ordinarily complex and of the utmost gravity, not only 
for herself but fm the whole of*luuoi)e, foi it is impossible 
to separate her future eco;Vmiic condition from that of 
the rest of continental Ivurojxd and it may w'ell be that 
she wall be unable to solve it unaided, and that in some 
way or another the victors will have to come \p her 
help and co-opcr.iti' in the task of ii^bnilding the industrial 
and commercial organisation of (icrmany, and reviving 
its aetjj^ies, with designs less amlhtioiis than those 
which prevailed before the war, but*with surer founda¬ 
tions. 

* TEe Engfisti text of the i rc.ity ot 1 ’c.a e of Verfaailles lias been 
publislicd as a Ojinmaiul I'.iiKr (Cmct. 1537, lyio). 
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THK UNlTFiD STATES 




CIIAn l.K I 

THE ORIGINS OF A.Ml-RK AN COMMERCIAL 
POLK Y 

The economic relitinns Ix'twoen tlie conslitiumt states 
of tlie American Onion at the end of tlic War of Inde¬ 
pendence resembled closely the condition of affairs in the 
Germanic Confederation after the ( onj:;iess of Vienna. 
The separate colonies had been allowed by Great Britain 
to impose customs duties for revenue purposi's, and had 
also been inlluenced somewhat by protectionist ideas;* 
and although after 1776 this latter motive seems to have 
lost its force, the customs duties continued to be levied 
by each state against all others, including even its fellow- 
members of the Union Yet the feeling in favour of freedom 
of trade was sufficiently strong—partly as the result of 
reaction against the restrictive p<dicy of Great Jiritain— 
to restrain the new Confederation from im])o,ing any 
tariff laws between 1776 and 1781 ? J here were practically 
no manufactures to protect; the colonies wore almost 
entirely engaged in agricultural pursuits or in the carry¬ 
ing trade; and although there was a certain amount of 
iron produced, yet “ in the mam, the colonics made 
only such manufactures as could not be imported."* 
When from 1782 onwards a change came over American 
policy, and tariff kgislation began, the determifiing 
forces seem to have been t hiefly political—the necessity 
of raising money for the purposes of government, 
and the^esire to be able to meet and resist the c<Wn- 
mercial legislation of th 5 Jiuropean ?A)wers, and par- 

* Stanwoocl, i p 25, quotes fr^m the preambles to the Revenue 
AcBtsof various colonics (’/. Hill, jip. 14-1O. 

• Hi#, pp. 39-40. “ Taussig, p. 10, 
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ticularly the high tariff and Navigatiqp Acts of Great 
Britain.^ These considerations drove the States rapidly 
from political into commercial union; and after some 
years of uncertainty, owing to the unwillingness of 
some momlicis of the Union to surrender tlieir liberty of 
economic action, tlic (dnstitution of 1787 s^jtlled that 
" Congress shall have jjower to lay and collect taxes, 
duties, inipt^sts, and excises, to ])av' tin' leMs and provide 
for the common defence and fieneral welfare of the 
United States, hut all duties, im))osts, and ('xcises shall 
be unifoim tluougdiout the I'nited States; ... to 
regnlate commerce with foreign nations, and among the 
several States, <ind with tlu' Indian tribes; ... to 
make all laws which shall bi' ni'cessary and ])roper for 
carrying into execution the foregoing powers.”" 

'J'he first use mad(' by Congress of the authority so 
conferred ajipean'd in the fan it Act of 1789. It was a com¬ 
bination of sjiecific and ad valorem duties, and was to 
continue in foice for seven years Specific duties—a 
fixed tax on a given amount of each commodity—were 
imposed on thirty-six aitic.les, the chief being spirits 
(8-10 cents per gallon), tea ((1-20 cents per lb.), sugar, 
salt, molasses, cordage, steel (5b cents per cwt.), and nails; 
and there were ad valorem duties of 15 per cent, on 
carriages, 10 per cent on glass, china, earthenware, lace, 
and some other commodities; 7! per cent, on paper, gloves, 
leather, buttons, clothing, hats, and metal w'ares, and 
5 per cent on all other imports I'xci'pt seventeen raw 
materials (such as saltpetre, wool, cotton, hides, fur, 

‘ " At first the late.s were low and tlio ai ticks taxed few, being 
generally liixunos or (.oininodilies tlie iinpotlatioii of which was 
thought harmful. In this <. ategory slaves, rum, spirits, and wine, 
tea, coffee, and sugar held important places The Southern States 
did not go beyond these purely revenue measures. In all the 
Northern States rates were adianccd and other articles were 
added to the list, until in t7'^5 amt lySt) the tariff schedules were 
gtticrall)'' extensive and faxes were imposed for both r,'■venue and 
protective purposes, or. to use a phiase of moic recent times, 
for revenue with inndental prc.ection In some of the states, 
indeed, protection was the princiiial end sought ” (Hill, p 43). 

* Art i , sec 8 See text in Bryie, rimer. Commonwealth, i. 
p. 700. 
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dye-stuffs), which were admitted free.' Drawbacks of 
the full duty less i per cent, were granted for j^ll com¬ 
modities re-exported vvitliin twelve months; and finally, 
to stimulate the American canying trade, an abate¬ 
ment of 10 {xn- cent of the duty leviable was given on 
all goods imported m vessels owned entirely by Amci'ican 
citizens. Tlioiige the duties thus imposed weio, on the 
whole, quite model ate, it is by no means certain that the 
legislation was inspired s^dely by linancial needs.It 
is true that these wen> considerable, and in face of the 
widespread dishke of diiec.t t.ixation and of e.xcises they 
could only be satisfied by recouise to customs duties; but 
it is also clear that in the minds of many of its supporters 
the Act had a [>rotective j^urposi', and for that very reason 
it called forth a gi'od deal of opposition, jiartieiilarlj 
from the Southern Stales. It was a policy of Protection 
chiefly for manufactures, modified partly by the inex¬ 
perience of the legislators'* and partly by regard tc 
considerations of revenue.^ In llie very next year, aftei 
Hamilton, the Secretary of the 'J'reasury, had failed tc 
secure an Kxcisc Act, the laritf was increased all round 
to meet the growing financial needs of the Union; the 
specific duty on steel was advanced from 56 to 75 cents 

* Stanwooil, 1. pp S'* O" 

* “ 11 li.is ofu II I )i cn s.iiil 1 1 1,11 till ill st '1 .iiilf Ai I, lli.it of I /Hp, 

was a prolci iin .i.'.inr, .uni tli.il in tin- deli.itr on 'jl llii- pio- 
tective poll! y .ippi .111 <1 lull f^iown I >iit mu li I oiimiIi i .i lions lull I 
little to do vv nil tin \‘ I , ,ind I lie disrns .ioiis on I 'i oli i I lon by no 
means indn.ite ub.ii w.is lln- n^l lenlre ol intiusl it.s 

main objei t w.is to .SI ' 111 I re\enni ’ ( I .inssp;, pp l) i i^) 

* tdiaiiniiie, r-iutt'l S/iitr,, j) i pi 

* I-'or the evidinii lli.it prolei lui- i oie.idci .it ions did weigh 
With the pronioteis ol tin iikm.siiu-, see Hill, pp lo.H seq , and the 
account of the (h li.ilis jpM n by St.inwood, i pp v> lo/ MiWO- 
Smith .and Selipni.in, p o .if;i<e wifli 1 .1 n-- i;;, .and remark that 
“it is erroneous to ..pi .d. of .on pioiei (nynisl movenieni at this 
period ”, but this sr»ins to be b.i,s< d on (lie ide.i that the anthor.s 
of the tariff did not ti;;,iid .i\tr,i('e diilus of .St per lent jui 
votorem as^iroiei ti\e -a Mipix^sitioii whi< h is<iiot jiroved. and is 
ia direct contln t with the fiie<njible to the Art, w'hicli asseits 
that " it IS ncce,sb.^ry for the support of the (ioveriinieiit, . . .and 
the encouragement .irid proiei lion of m.uiuf.n tiire.-i, tli.it duties 
be laid,” etc. Dewey (p .sj) in Ids th.it tlie i-Aadi-nte as to the 
consciotfely protccti\c character oi the t.irilf is eoiiclusive 
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per cwt., and many articles previously in the 5 per ceht.' 
ad valorem list were now made subject to rates of 7J per 
cent, and 10 per cent. In the following year an excise 
on spirits (somewhat lower than the customs duty) was 
estabUshed; but it was always unpopular and difficult 
to collect, and in 1802 was finally abandoned. 

In 1790 Congress had dircclod the Secretary to the 
Treasiiry to prepare and report plans "ior the encouiage- 
ment and promotion of such manufactories as will 
tend to render the United States independent of other 
nations for essential, particularly for military, supplies.” 
Hamilton replied in December, 1791, with a “ Report on 
Manufactures,” which remains still one of the most 
elaborate gemral arguments for Protection, and contains 
most of the ideas w'hich multitudes of writers have since 
developed.* There is the argument from the desirability 
of national self-sufficiency. “ Every nation . . . ought 
to endeavour to possess within itself all the essentials 
of national supply, 'i'hese comprise the means of sub¬ 
sistence, habitation, clothing, and defence. The pos¬ 
session of these is necessary to the jierfection of the 
body politic, to the safety as w'eTl as to the welfare of 
society. The want of cither is the want of an important 
organ of political life and motion; and in the various 
crises which await a state it must severely feel the effects 
of any such deficiency.” There is the advocacy of the 
home market, though primarily in the interests of the 
agricultural producers; the icstrictive policy of European 
Powers, and the fluctuations of their crops, make the 
foreign market too unreliable for the American farmer; 
it is therefore desirable to create for his produce the largest 
pc'ssiblc demand at home, and this can best be done by 
promoting “ manufacturing establishments.” “ This idea 
of an extensive domestic market for the surplus produce 
the soil i> of the first consequence. It is of all things 
that which mosi ellcctually conduces to a flounshing state 

’ J'lill tixl in J.un-. ig, /’iipiOi and Sf'eeches on the 

Tar’jf 
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of agriculture.” But the firm establishment of the 
necessary manufactures in tlie face of foreign comixstitiori 
is a task of great difficulty, and so we naturally'Come tt 
the famous ” infant industries ” argument. ” Wdiatevci 
room there ma\' be for an expectation tiuit the industry 
of a people, under the direction of pri\'ale interest, will, 
upon equal terms, find out the most lionelicial employ* 
ment for itself, ‘here is none for a reliance that it will 
struggle against the loice of unequal ternis, or will of 
itself surmount all the adventitious b.iniers to a successful 
competition which may have lieen erected either by the 
advantages naturally ac(]uired from jiractici' and previous 
possession of the ground, or by those whicli may have 
sprung from positive regulation and an aitilicial policy ” 
—this last phrase a reference to the eightccnth-century 
pohey of Great Britain. Finally, Hamilton argues that 
an increase of prices arising from Protection will soon be 
more than counterbalanced by the increase of production, 
and resulting chiapness, which it will call forth; and he 
urges the essential harmony of the industrial and agri- 
cultuial interests, since the farmers may have to pay 
more for a time for manufactured goods, but will find 
the value of tlu-ir farms enhanced by the growth of the 
demand for agricultural produce, both food and raw 
material.^ As definite proposals he recommends the 
grant of bounties, the free admission of raw materials 
(or the payment of drawbacks), and general iirotection 

• 

* “ Thougli It were true tli.il tlu' iiiuiR(li.i.tr and i.crlain effect 
of regulations controlling the toi'ju tiiion of foreign with donicfilic 
fabrics was an im le.isc in prn e, it is iinivirs.iMy tine tli.it the con¬ 
trary is the nltiinate <tl< tl with cury .siuiissliil iii.inufacture. 
When a domestic niannf.K tore h.is att.lined to jicrirctioii, and has 
engaged in the [irosci iitioii of it .a coiii]>< lent nunihcr of persons, 
it invariably tx-ionus ilic.iper. Ihe intern.d lompcution 

which takes place soon doe.s .iw.iy with eu'i y thing like monopoly, 
and by degne.s rediiie.s the pru <• of the .iitn le to the minimum 
of a reasonable piolit on tin c.i])it.d< niployed lii.i natimial 

view, a Ifriijiorary eiili.'iin eineiit of price iiiusl .dw.iy . In- coinitcu- 
sated by a pernianeiit reductifm of it 'iinleed. .ill Ihe duties 

Imposed on imiinted .irti< k-s, though with .ui exi liyve view to 
revenue . except where iIk’/ fall on r.iw timii ri.ils, wear a 
benefitienl a.spcct lowauls the manufacture,^ of a country.” 
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against all manufactured articles which can be produced 
in the country.* 

From* 1790 onwards there were constant alterations 
in the tariff—between 1792 and i8i() there were some 
twenty-five Tarilf Acts passid, all modifying the customs 
duties in one way or another. Ifiit Hamilton’s Report, 
and the ideas it embodied, d<i not seem bo have exercised 
any special influence on tlie legislaticfh of this period; 
the motives were always financial." I'p to 1808 there 
were increases ot duties on various commodities; some 
specific duties were replaced by duties ad valorem; 
and some articles (chiefly those useful for military 
purposes) were added to the free list. Alone in the 
duty imposed in 1804 on window glass “ was any con¬ 
cession made to the protective policy.”'* But whilst 
this was the policy of (Ongress, it is evident that the 
feeling in favour of Protection was growing in the country 
at large. It was held back by the general prosperity 
of American trade during the Napoleonic wars, until 
the United States became involved in the European 
complications after the year 1807; before that 
date the American export and carrying trade had 
reaped great benefit from British difficulties. The 
following table shows the movement of the foreign 

^ lliuiulluii oiuiiiior.iU'h, riK artu k's the mamifai tutc of which 
liiul fittaum.'! .1 laibsl.mlial ik'\eloiiinent at the date at which he 
wrote, taiineil leathei, boots aiul shoes, hiirness and saddlery, 
jjol tniante.uis ,uid tiiinks, j;k)\is. bar .uid sheet iron and steel, 
nail rods and n.iiK, a;unnltni.il imiilements, sto\es, household 
utensils,.! in hoi s, tools and .ir ills .ships, cabinet wares, ;ind joinery; 
cables, saikloth, (oid.i^o and twine, bniks, tiles, and pottery; 
sjnrits, p'.ijier, hats, u tiiud siigai , oils, soaj) and c,indies, txipjxir 
and biass wares, tin wares, carriaRes, tobacco; starch, colours 
and^nnpowiler, and otln'i aitides In addition to these, which 
"are laiiied on .is legul.ir tiades and have attaiiieil to a con- 
sider.ible degree ol in.itfirity,” theie was also "a vast scene of 
household in.innt'.u tin ing c g . coaise cloths, loatings, serges 
flannels, woollen ,ind cotton hosieiy, lotlon and linen shirt¬ 
ings, sheetings, etc ^ 

* "With two 01 thiee exi ejitioiis, they had no other motive 
llian to .tdjiist the leveiiiie to thi^needs of the Treasury ” (Stan- 
wood, t. p III) ('/ T.in.'-sig, |)4i6. 

® Stauwood. 1 1; ii -i llaimlton h.id recommended in 1791 
a bounty on the production of window-glass. * 
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trade of the United States from 179T to 1807 (in millior 
dollars )} 
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The most striking column liere is lliat of n'-oxports, 
whicli represents the f^rowth of the canA’inj^ trade of the 
United States, and tlie connnereial inijxTtaiua' of the 
war to that country is most markedly diustrated by a 
comparisf)!! of the fif^un s for 1S02 and 1803, the years of 
the Treaty of Amiens, with those wliicli immediately 
precede and follow them. 

But with iSoS a chan^'c came. In Novimiber, 1806, 
Napoleon had re]>hed to the Brdish blockade of the 
French coast by llic Berlin Decree, which decl.ued the 
British islands blockaded, and forbade all trade in British 
goods. Great Biitain ans-ten'd by juocl.iiiuing the 
continental coasting trade —at least for ports inuler 
French control closed to neutrals, and at the end of 
1807 ordered “ the condemnation of any American vofcsel 
seized while on a voyage to any F^ropc‘an port closed 
to British vessels, unless such vessel had first touched at a 
British pgrt. Napoleon, on his part, in the Milan Dec»e 
(December 17th, 1807) declared that arty ship which had 
obeyed the above order was good prize if seiz-ed in any 
port under his control. At this time, Naj)oleon was the 
‘ Taussig, p. 12. 
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virtual master of all the continental ports except those 
of Swcclcn, Norway, and Turkey, and the British were 
supreme on Ihe oc('an. These orders and deerecs, there¬ 
fore, provided for the speedy annihilalion of American 
shipping, and tliis se(‘ms to have been the object of the 
last British Order in Council, if one may judge from a 
perusal of Mr. Perceval’s correspondeiyre on the subject. 
The official reason as stated was a desire to compel the 
United States to retaliate upon the French Government.”^ 
But it was not to be expected that the United States 
would quietly sulunit to this treatment. On December 
23rd, 1807, Congress jiasscd the Embargo Act, which pro¬ 
hibited American vessels from leaving for foreign ports, 
and foreign vessels from taking any cargo except that 
already on board. The vigorous enforcement of these 
orders on both sides—for although in March, 1809, the 
Embargo Act was repealed, it was replaced by the estab- 
lishmcnt of Non-Intercourse with France, Great Britain, 
tlieir allies and colonies—was one of the chief causes of the 
Anglo-American War of 1812. 

With the political effects of these various regulations 
we arc not concerned; but they were of great importance 
in relation to the economic development of the United 
States. The following table shows the movement of 
American foreign trade (in million dollars) from the issue 
of the Embargo at the beginning of 1808 to the end of 
the war.- It should be noted that at the commencement 
of the war of 1812 the United States import duties were 
doubled. 
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‘ Channing, United Stales, pp. 177-8. * Taussig, p. la. 
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So by 1814 American foreign tra{ie had practically 
ceased to exist. The war was equivalent in its qffecls 
to a policy of Protection amounting to prohibition, and 
American manufactures, left in secure possession of the 
home market, cntereil tqaui a course of rajiid expansion. 
Especially was that the case witli tlie production of 
woollen goods, which incre.ised in value from four million 
dollars in 1810 fo nineteen millii>ns in 1815;' and with 
cotton spinning, which it is estimated employed 4.500 
spindles in 1805, 87,000 in 1810, and 130,000 in 1815.^ 
There were the beginnings of tlie manufacture of cotton 
textiles on a large scale, and a marked development 
of manufacture of iron, glass, and pottery;'' It was 
during these years that the factory system began (but 
only began) to replace domestic industry in the United 
States; " the manufacture of cotton and wool passed 
rapidly from the household to the mill; but the methods 
of domestic and neighbourhood industry continued to 
predominate, even in tlio.se industries, down to and in¬ 
cluding the decade between 1820 and 1830. ”■* 

Just at the close of 1814 a treaty of peace was signed 
by Great Britain and the United States, and this was 
followed in 1815 by a commercial agreement, intended 
at first for four years, but prolonged in i8i8 for another 
ten years; by it the contracting parties bound themselves 
not to impose discriminating duties on each other’s pro¬ 
ducts.® The first result of the cessation of hostilities was 
a swift rise of imjiorts; front 813.000,000 in 1814 they 
rose to 8113,000.000 in 1815 (with only six months of 
peace), and ,8147.000,000 in 1816. This last was the 
highest figure yet recorded, and moreover, as re-exports 
were comparatively small, “ the value of net imports 

* ■' A loose, thouRli significanl guess " (T.iussig, p. 40 n.). 

* Taussig, p from Woodbury's itopori of iSjo. 

* “ See what has been, only by the short operalion of the Em¬ 
bargo •nd Non-Interrourse Act, done in Amcrii.a I . . .* We 
have here before us the sceiis of a great evwit—notliing less than 
the complete and absolute iniependcm-c of America upm English 
manufactures ” (William Cobbett, quoted in Bfdlcs, li. p. 289) 

* Twelfth Census of the United States, vii. p hii. 

* Channing, United States, p. 198. 
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was almost double that of any year preceding the war. * 
The phenomena of Continental Europe at this time were 
ropeated^n the United States; the barriers erected during 
the long war were removed, and both continents found 
tlicmselves exposed to a sweeping invasion by British 
manufactured goods, wliich severely tlireatcned, the very 
existence of some at least of the industries which had 
grown up under tlie shelter of the sj^stem of prohibition. 
In the United States the manufacturers of cottons, 
woollens and chemicals thought themselves particularly 
imperilled, and in i(Si5 President Madison called Congress 
to their help. “ Under circumstances giving a powerful 
impulse to manufacturing industry,” he wrote,^ “ it 
has made among us a progress and exhibited an efficiency 
which justify a belief that w'ith a protection not more 
than is due to the enterjnising citizens whose interests 
are now at stake, it will become at an early day not only 
safe against occasional competitions from abroad, but 
a source of domestic wealth and even of external com¬ 
merce. In selecting the branches more especially entitled 
to the public patronage, a preference is obviously claimed 
by such as will relieve the United States from a depen¬ 
dence on foreign supplies, ever subject to casual failures, 
for articles necessary for the public defence or connected 
with the primary wants of individuals. It will be an 
additional recommendation of particular manufactures 
where the iliatcrials for them arc extensively drawn from 
our agriculture, and consequently impart and insure to 
that great fund of national pn)sperity and independence 
an encouragement which cannot fail to be rewarded.” 

The result was the tariff of i8i6, which commenced 
a scries of enactments which for about twenty years became 
more'and more protectionist. But the first steps were 
quite moderate. The (original scheme was to reduce the 
war duties 29 per cent.—that is, to leave the permanent 
duties 42 per cent., higher than before the war of 1812; 
but the proposals were considerably modified in their 

> Stanwood, i. p. 131. _ ^„ 

* Seventh Annual Message, 1815. 
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passage through Congress owing to the opposition of 
the shipping interest and the rivalry of the various groups 
of States whicli sought pnttcction f<»r tlieir indu.drics.’^ 
So the proposed thity of §1-^5 ]>or cwt. on bar-iron was 
reduced by the House of Keprcsentalives to 45 cents; 
the proposed duly on sugar was cut down considerably; 
instead of the desired rate of 33^ per cent, ad valorem 
cotton manufacturers obtained only 25 per cent, for 
three years and 20 per cent, after the c.xpiration of that 
term.^ Tliat protectionist motives e.xercisc'd a strong 
influence over the tariff discussions tlierc can be no doubt, 
but they had not yet obtained a complete control over 
the mind of the legisLitors.'^ 'i'lie new tariff was a 
combination of specific and ad valorem duties. 

The new customs laws seem to have had little effect, 
so far at least as the iron and cotton industries were 
concerned. The imports of bar-iron rose from 12,293 
tons in 1816 to 21,160 tons in 1817, and, after a temporary 
decline, to 22.459 tons in 1820, whilst the home pro¬ 
duction fell rajudly—in part doubtless because of the 
technical defects in the manufacturing processes in vogue. 


‘ “The difficulty is illustr.rtcd most rlc.-uly fy llic olijcctions 
of Northern nuinlKis to .i ])rutc< ting duly on sugar, and of 
Southern members to giving jiiolci tion to (ottoii manufactures. 
On the question of inob-ction to iron, tlu- North and the South 
united against the Middle Slates ” (Slanwood, i. p i s 7 ). 

* In connection with cottons the system of the " riumiTium 
valuation ” was adojitcd , t c , it was dircctid that all i olVni cloths, 
etc., “ the original ( ost of wliu h at the plai c imjiorlcd shall he 
less than 25 cents per s<|uare ytud, slmll be taken and deemed to 
have cost 25 ( cuts iier sipiare ytird, and sli.ill be < liatgi'd with duty 
accordingly.’’ 'I'aiissig wnles (i).*to)- “ Alter j.SiH the use of the 
power-loom, ami the tall in the juice of r.aw lolton, lomhincd 
greatly to reduce the pi n es of cotton goods I'lie ju n e of coarse 
cottons fell to ly cents in iHiy, ij (cuts in 1 X^ti, .and c ents in 
1829. The mmimiiiii duly liecaine projiorlionately lieavic^as 
the price decreased, and in a f< w ye.irs after its eii.u tinent had 
become prohibitive of theiinporlation of th<#.,o.Lrscr kinds of lot ton 
cloths.” 


* Taussig (jrp. 18-ly) seems to think that the new duties 
(averaging*2o p<'r cent ) were the outcome chiefly of financiJl 
needs. Dewey (p. Jf»-) holds that ” Prott‘cti(??i was adojilcd as 
a fundamental basis of the liscad system, and revenue was sub¬ 
ordinated to industrial needs" 1 ic adds, however, that there was 
Ut^ QPix>sition, because the country w.as confronted by a real 
ensis. 
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Similarly in the cotton manufacture " the tariff of i8l6 ' 
was not protective so far as those establishments were 
concertfed which liad not tlie most efiiciont machinery. 
This is almost ctjnix'alent to saying tliat it was protective 
in ndation to btit one factoiy in the country.”* The 
help given to the makers of woollens by the duties was 
also only slight; and the three industries soon began to 
invoke again the aid of Congress. In i8'i8 they secured an 
increase in the duty on bar-iron, and a prolongation of the 
25 per cent, on cottons until 1826; but apart from these 
increases, the protectionist movement for some time met 
with little success. This was due in part to the attitude 
of the Southern States, where agriculture was prosperous 
owing to the world-wide demand for their cotton and 
tobacco; they believed that protection for manufactures, 
which were supposed to be practically impossible under 
the climatic conditions of the South and with slave 
labour, would be inimical to their interests. Moreover, 
in politics it was the " era of good feeling ”—there 
were no organised political parties to seek an electoral 
advantage in the advocacy of Protection. But in 1818-19 
there came an economic crisis; the prices of the agri¬ 
cultural staples f>f the United States, hitherto high, fell 
rapidly, thus imitating the prices of manufactured goods, 
which had declined sharply when the conclusion of the 
war had, removed the restrictions on imports. This fall 
in agricultural prices to some extent benefited the manu¬ 
facturers, but did not moderate their demand for pro¬ 
tection; and the agricultuiists, especially in the North, 
became more favourable to it in their desire—in view of 
European legislation—to develop the home market.® 
Thus one important effect of the crisis was to revive and 
strengthen the agitation in favour of more protection, 
just as the crisis of 1873 and the following years in 
Germany prepared the way for Bismarck’s tariff legisla¬ 
tion. In 1819 nhe Congressional Committee on Manu- 

* Stanwood, i. p 173. Cf. fer the effect of the various duties, 
Taussig, pp. 34-5, 40-1, 50-1. 

* Taussig, pp. 19 - 24 ' 
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factures, under the stimulus of the cotnmercial troubles 
of that year/ brought forward propolis for a com¬ 
plete revision of all the tariff rates, with Largo increases 
all round, partly to provide revenue to meet a growing 
deficit in the national accounts, and partly to extend the 
protection already given to manufactured goods. There 
was a prolonged confiict, and in April the icvision Bill 
was carried through the House of Represt ntafives only 
to be summarily rejected by a majority of one vote in 
the Senate. 

From 1820 to 1824 there was some agitation throughout 
the Union in favour of tariff changes, but practically 
no attempt was made to give expression to it in the 
legislature until the new Congress, to meet at the end of 
1823, had been elected. The effect of the census of 1820, 
which determined the apportionment of seats in the 
House of Representatives,^ had been to increase the 
representation of the Middle States—New York, Penn¬ 
sylvania, Ohio, Kentucky, Tennessee—which were 
strongly protectionist. President Monroe invited the 
new Congress to “ a review of the tariff for the purpose 
of affording such additional protection to those articles 
which we are prepared to manufacture, or which are 
more immediately connected with the defence and inde¬ 
pendence of the country." The response to this appeal 
was the Tariff Act of 1824, of which “ it mxy be said 
without reservation that the soly object was the protection 
of manufactures ”f the financial position of the Govern- 

* " Its causes were complex: in part tlio in.ability of the manu¬ 
facturing industries to recover a stable footingafter theabnonnal 
growth occasioned by the embargo and the war, and in part a 
spirit of speculation developed by .several years of rapid coiftiner- 
cial expansion and bad lianking ” (Dewey, p. i 06 ). 

* “ Representatives and direct taxes sU.dlbe apiiortioncd among 
the several States which may be included within this Union, 
accordiiw to their respective numbers. . . . The actual enumera¬ 
tion shall be made within thspc years after tljf first meeting 01 the 
Congress of the United States,,and within every subsequent term 
of ten years. . . . The number of Representatives shall not ex¬ 
ceed one for every thirty thousatid ” (Original form of art. i., sec. 2 

Constitution, given in Bryce, Amer. Co/nm., i. p. 697). 

* Stanwood, i. p. 202. 
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ment made it unnecessary to consider revenue.* It increased 
the duties on iron,'-^ lead, wool, hemp—though not so 
much As those inlercstcd had desired; on cotton and 
woollen goods the ad valorem duties were raised from 
25 33 j per cent., but the additional protection to 

woollens was discounted by the doubling of the duty on 
raw wool. Strong opposition came fron? the commercial 
classes of New lingland to the tariff as a whole; from 
the shipbuilders to the increases on hemp (for cordage), 
flax and iron; from the jnanufacturers there to the 
increases on molasses (for rum) and raw wool. But 
New England was not solid in its resistance to the new 
taiiff for it had itself growing manufactures of cotton 
and woollen goods; and hence its vote was divided.® 

* In the course of the detiatcs I Icnry Clay, the most conspicuous 
of the legislative advoc.itcs of incn-ascd rrotection, drew a most 
gloomy jiicture of the state of tlie country, with general distress, 
dimimshed exjiorlsaiul home trade, depre.ssion of shipping, finan¬ 
cial stnngi'ncy, iinemployimiit, reduced wages, dejireciation of 
the value of jiroperty, and other ills (Speech of March 30-31, 
18^4). Danief VVelislcr, who,is a representative of New Knglantf 
oceaipieil |:i difheult iiosition, in the same debate, whilst admit¬ 
ting that theie had been a considerable depression of prices 
and curtailment of profits, and that there existed in some parts 
of the couutiy “ a great degree of jx-cumaiy embarrassment,” 
.asserted that with thc.se qiiahlications the general state of the 
country may be said to be piospcrous, and they are not sufficient 
to give to the whole face of alfaiis any appearance of general 
distress.” 

* The estynated annual consumption of iron was fiom ,}8,ooo to 
50,000 tons, and the home prodiu turn amounted to only about 
17,000 tons (Webster, Speech of Apiil, i,S’.|). 

“ In the division on the Bill of 1819, 19 New Bngland representa¬ 
tives voted for it, iS ag.unst; New York, New Jer.sey, Pennsyl¬ 
vania, and Delaw.ire g.ive 55 votes for, 1 against, the South, 

8 for, (13 against, Ohio, Illinois, and Indiana, 8 for, none .ag.ainst 
(Stanwood, i. jip i9.:-3) In i8’.( the South voted against the 
proposed tarilt, the Middle and Western Sl.ites for; of the New 
Engitfnd St.itcs, Rhode Island and Connecticut for, the rest 
apinst (Taussig, pp 7.t,‘5). D.iniel Webster’s position (Speech 
of April, 18^4) iliustiates the dillerence of opinion whieh prevailed 
in New England. As a Massachusetts rcprc.sentative, he fav’oured 
a h%her duty on woollen manufactures, but was opposiftl to the 
duties on wool to bS imposed in thd interests of agriculture; he 
thought the lower grades of cotton goods had sufficient protection, 
but favoured higher rates of duty in respect of cotton manufac¬ 
tures of a higher grade; and in the interests of shipping oppjgfld,, 
the increases proposed in respect of iron, hemp, and copper. 
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The South vvas united; it exported cotton largely, and 
feared retaliation, particularly from Great Britain. 
The Middle and Western Stales, whose interests were 
chiefly agricultural, threw tluir whole weight on the 
side of the new proposaK, partly in their desire for the 
development of tne home market, artd partly to obtain 
protection for tl^rr hemp, wrxil atrd flaxd The com¬ 
bination of these States aird the marnrt.ieturer's of New 
England carrred the Act of 1824, birt cmly by a small 
majority. In the eoitrse of the debates the doctrine of 
so-called “ Arrn-ncarr policy,” as already adumbrated 
in the Repmt of Alexatrder liamilton in I7>)i, and 
Monroe’s Message; of 1815, made its appearance as a 
political force,^ atrd fronr that time ernward the tariff 
question bulks largely tn the party politrcs of the United 
States. 

Two other points about the proposals of that year arc 
noticeable. A clairse prrrviding for the inrposition of a 
simtax equivalent tn amount to the bounty paid by a 
foreign country on any goods imported into the United 
States was rejected, on the ground that it woitld bo a 
breach of the Commercial Treaty of 1815 with Great 
Britain, which guaranteed that no uttfavourably dis¬ 
criminating dutres should be iirrprrsed by the Uirited 
States on commodities coming from that country. And 

‘ Taussitr, i)p 70 5 

* It fouiHl Its cx|)ussii)n 111 tliL' eje.it s|Me<,li ol lUiiiy 
who followed to a l.oxe e.\teiil the hue', laicl down liy 1 l.undton . 
" It i.s most de.sir.dilc tliat ther'*.slionld be botli .i iioiiic .oid a 
foreign market lint with nspei t to iluir K kitive .superiority, 

I cannot entertain .1 doubt. The home 111,11 ket i.s fii.sl in oi<ler and 
paramount in iinjioi t.iiu.e 'I heot)je<,l of the Hill underi oiisidcra- 
tion is to create this home market, and to l.iy the foinid.itioiis of a 
genuine Amenc.iti |)ohi y 11 is opposed , ,ind it is im iiuibent ufJon 
the pat tis.ins of the foil igii polu y (teiins v^'ii h f sh.ill use without 
any invidious iiitenti 10 demoiistr.iIc tiuii the foreign market is 
an adequate one for 1 he surplus prodiic t of our l.ibour " lie pro¬ 
ceeds to atgiie that it 1 .iiiuot ;ind will not be so jiartly Ixitaiisc tkc 
growth of Anienc.iii prodiinrl*.; c.ip.aeity is otftp.u iTtg, .ajud will 
continue tooutn.ue, the growth i^f 1 he eoiisiiniiiig power of foreign 
cotinlries—an extraordinary doi^rine, .iiid p.irtly Ixcansc tnc 
p olic y of all Kuroiie is adverse to the leicptioii of competing 
afflSratural products from the llnited States. • 
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much more important than this was the question whether 
the lev3nng of import duties for protective purposes was 
constitutionally within the power of Congress or not; 
the matter was raised only tentatively, and was not 
much discussed, but it was subsequently to form the 
subject of very considerable controversy.' ,, 

‘ Stanwood, pp. 220-5 ■ 



CHAPTER II 


THE (■'.ROWTII OF in^OTECTION, AND THE 
COMPROMISE OF 1833 

For a shoit time iifter the passing of the Tariff Act of 
1834 the manufacturers seem to have been satisfied; 
but in the latter part of 1836 a demand for a greater 
amount of protection made its appearance amongst the 
producers of woollen goods. Their complaint Was to the 
effect that the Ifiitish duties on raw wool had been re¬ 
duced, that wages in (neat fhitain were lower, and that 
consequently they were unable to compete effectively 
with the British manufacturers, and were in a very 
depressed state.' They did not ask for a reduction of the 
duty on raw wool—probably believing that the agri¬ 
cultural States would not listen to such a projiosal—but 
for an increase in the duti(!s on cloth. Tlie ” Woollens 
Bill ” of 1827, introduced in iespouse to their demands, 
adopted the system of minimum values. All woollen 
manufactures, except worsted stuffs and blankets, 
costing less than 40 cents per square yard were to be 
rated, for the assessment of dutj?, at 40 cents; all costing 
between 40 cents and §2-50 Were to be rated at the latter 
figure; and all costing between $2'5o and $4 were to 
be rated at $4 linmanufactured wool was to be subject 
to a duty of 35 per cent, ad valorem for one year, jind 
40 per cent. oiIim (jui nf ly, and hjf this purpose wool 
costing between 10 and 30 cents a pound was to be 
rated a^thc maximum figure. The Bill was passed J:>y 
the Houw of Re])ies» iitali ves, but in the 

Senate, mainly owing to *the cios-.-curieiits of party 

‘ Stanwood, 1 nn 253- 277 
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politics. But it had revived the whole protectionist 
movement, and a widespread campaign commenced in 
which ’the advocates of Protection found skilful and 
influential exponents of their views in Matthew Carey, 
an energetic pamphleteer, and Niles, whose WceUy 
Register became their storehouse of facts and arguments. 
After the Woollens Bill had been introduced, the Free 
Trade party had also realised the necessity of vigorous 
action, and they now began a counter-campaign. But 
unlike previous controversies on the tariff question, 
the economic discussion was now to become inextricably 
involved with party politics; and American tariff legis¬ 
lation entered upon a new stage. The “ era of good 
feeling” was at an end; political parties were at last 
taking shape again, and round Andrew Jackson there was 
being formed a party which represented a break with 
all the traditions of the past.' 

The outcome of the protectionist agitation was the 
Tariff Act of 1828, under which “ the experiment of 
protecting was now to be carried to the highest point it 
ever reached.”'' That Act, destined to be known 
as the “ Act of Abominations,” was passed at a time 
when men’s thoughts were concentrated on the approach¬ 
ing presidential campaign, and the determination of the 
Jackson party to secure the election of their chief. 
The supporteis of the retiring President, Adams, whose 
leader was Henry ('-lay, were delinitely in favour of 
Protection; the Jackson paity was divided—the Southern 
members, who w'ere united in their support of Jackson, 
being in favour of a considerable reduction of duties, 
whilst the Middle States, whose, votes would turn the 
cle.'tion, were almost as strongly protectionist. The 
outcome of this peculiar position was an extraordinary 
scries of paity complications and political mananivres, in 
which Jackson’s supporters were led with astonishing 
skill b, Iviartm van Buren. A Tariff Bill was framed, 
greatly increasing duties on manufactured goods and raw 
materials alike; and ultimately it was passed by a c uriou s 
> Wilson, pp. 12-21. 2 Bolles, ii. p. 407. 
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combination. The South voted solidly against it, as did 
two-thirds of the New England members; the vote of the 
Western and Middle States, combined with the pro¬ 
tectionist vote from New England, carried it.^ Ihit the 
votes of thc*<^nihers wtae delermined in the main by 
party considerations; many excessiwly high duties had 
been inserted in the Bill by the votes of Southern members 
desirous of making it so unpopular tliat it eould not pass; 
yet thougli tliey voted against it at tlu' last it wms carried 
largely by the votes of p('op]e with whom they* were 
politically allied, who were- not anxious for Protection, 
but meant to capture tlie vote of the Middle States for 
their presidential candidate.* In this they' \vere success¬ 
ful; at the election of November, 1828, Jackson was 
returned by an overwhelming majority. 

The increases made by the new tariff in the customs 
duties were very considerable. The duties on hemp 
were raised from $35 to ?45 a ton, though good hemp 
could scarcely be grown in tlie country; on molasses from 
5 to 7^ cents a gallon, wliilst drawbacks to the manu¬ 
facturers of rum were refused; on pig-iron from 56 to 
62^ cents per cwt.; on hammered bar-iron from 90 to 
112 cents per cwt., and on rolled bar-iron from $30 to 
$37 a ton.® But the chief developments had regard to 
wool and woollen manufactures. It is admitted that the 
difficulties of the American manufacturers woollen 
goods in meeting British competition were due in large 
measure to their technical deficiencies and the preference 
of the American consumers for tlie better tpiality goods 
from Great Britain;^ but they seemed in 1828 increased 
specific duties on woollen goods, though to nothing like 
the extent which they had desired. On the other hajid, 
the old ad valorem duty on raw wo^l was replaced by a 
specific duty of 4 cents a pound, with the addition of an 
ad valore^ rate which ultimately was to reach the height 
of 50 per cent. This pafticular clause-^mT'«v 4 '‘ have 

* Taussig, p. q8. 

* The complicated story of tlt^isc manoeuvres can be road in 
Stanwood. i. chap viii. 

* Taussig, pp. 88-9, 93. * Stanwood, i. p. 280. 



153 THE GROMfTH OF PROTECTION 

been designed to secure the support of the agncmiurai 
states, and at the same time to damage the Tariff Act 
by malflng it unpopular with the manufacturers. 

The passage; of the Tariff Act of 1828 led im¬ 
mediately lo one of the most fateful polh.-'cal conflicts 
in the history of the United States. We have seen that 
the Southern States witc strongly opposed to Protection, 
and they were; offended also by the appropriation of 
federal surplus revenues to the constructieen of public 
weerks, particularly reeads and canals, ahueest entirely 
in the Neerlh, which with its growing manufactures was in 
urgent ne'eal of the* development of its means of com- 
municatieui.^ At the time when the new tariff proposals 
were be'ing discussed in 1827, the inhabitants of South 
Carolina (always the le;ader of the Seeiith in action) had 
proteste'd against the protective dutie's on the ground 
that " the dutie'S laid by Cemgress, eef whatever descrip¬ 
tion, arc levied in great pait on articles purchased % 
Southern industry and consumed by the South; but these 
duties arc expended almost exclusively for the benefit of 
other sections of the Union. ... All that is taken from 
us is disposed of elsewhere. We arc benefited in the 
South by those expenditures in no way that we can per¬ 
ceive and feel. All that we pay is accumulated in de¬ 
fending and improving distant sections of the Union, and 
the prosp^crity of the North is built upon the impoverish¬ 
ment of the South.”® The Southern States had every 
claim for special consideration; in 1829 out of a tot^ 
export valued at about $56,000,000, $34,000,000 repre¬ 
sented the cotton, rice, and tobacco exported from the 
South.® The exports of raw cotton were valued at 
$26,575,000, as against $1,258,000 worth of cotton goods; 
South Carolina was fourth amongst the exporting states 
of the Union. In the tariff of 1828 protection for manu- 

'• Jackson was opposed to this policy, but was overruled by 
Ojngritf-''.;Vv usonT p 30). 

* Quoted in Stanwof)d, 1 p 26',. 

’ Wilson, p. 30. " The contubution of the South appears still 

more striking if it be compareil will) the total value of agricultural 
exports, which was a little under $44,000,000.” 
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facturcs had reached a very high level; but the scheme 
then adopted was so thoroughly bad that all wore agreed 
on the necessity of some changes; and for some time 
therefore, thougli its leaders were pia-paring their plans, the 
South did n, * think it iKoes^aiy to lake d( eisive action. 

The first eh.ui;;es were ni.nli' in ii^jo. The duties 
were rediuad I'li le.i h\' 50 ])er (eiit , on eolfee by ()o per 
C(‘nt. (and after iS ;i liy t>o jx r cent ), and eii cocoa by 
50 per cent , wlnist the duly on niol.issc s w.as juit back 
to the old level, ami tin- system of di a whacks leiKwed. 
But these wcH' not all the ch.'inges leipiiied; the agitation 
of tlu' Free Tiade ])aity contimud, tliongh it e, imiiortant 
to notice' that they ditl not ask for a complete abolition 
of duties—in f.u t, they wi re willing on limincial gionnds 
to ri't.ain somewhat lieax’y r.ates. In the Pilition to the 
Senate, from the Fiee Trade (Convention at Bhil.idelphia in 
1831, it is stated that '* the people prefer, in time ot peace, 
duties raised on the importation of foreign meichandise 
to any internal tax, direct or indirect. Whetln i foi good 
or for evil, that system affords an encouragenu nt to 
domestic maniifactures not less elliciint for being in¬ 
cidental. Duties on imports, amoiintinf; on an average 
to about 20 per cent, of the value, appear necessary to the 
support of ('tovernment."^ The petitioners condemn the 
high duties of 1838, even after the changes of 1830, 
because without giving real help to the protected trades 
they hamper all tlie others. They point out that in the 
existing conditions of Americait industry manufacturers 
must have recourse to fordgn su]iplies—they give as 
an instance iron goods, with growing inipoits in spite 
of increased dulie.s''^—and they comiil.iiu tliat tJii' duties 

■ Text in Taussig, State Paper<: The I’elition, wlinli i,"^n 
elalxiratc .st.-itenienl of the iir-ieln al ai(Mnnt-ni for Iwce Tr.aclc, 
was written by Allx il tin 

* The Petition givi-.., the followinp; figures of imports: 

IVri..(^ K'-it I li'.'i 0 ! I iiiitii. t, .1 lion ^ of fr.iri 

1817-1820 "2 2(711111-, to 8.H; Ion-, Not 1 .1 ri (.lined 

1821-182.^ 4212 ,, 2*1(,2 82 (410 1100 

1825-1827 5400 22(150 ,, $(1.(0 000 

1828-1830 0,450 ,, 31,000 ,. . $3,000,000 
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greatly increase the cost of materials to manufacturers,, 
^ especially the shipbuilders. The same petition also 
present^ what is probably the best short statement of 
the Southern objections to the protective legislation: 
" The Southern States have always con('r->a themselves 
almost exclusively to the cultivation of the ric^l products 
of their climate. This is the only advantage they enjoy, 
and they owe it to nature. As they maW but few, they 
consume a much greater proportion of manufactured 
articles imported fiom other states or othir countries. 
That system, therefoie, that enhances beyond measure 
the price of those objects of necessary consumption 
operates most unccpially and unjustly upon them. They 
are forbidden to supply themselves on the cheapest terms 
consistent with the revenue necessary for the exigencies 
of Government. As the greatest consumers, they must 
not only pay a greater'share of the duties requisite to 
defray the necessary national expenditure, but they are 
compelled to pay the enhanced price occasioned by the 
protecting system. That system cannot be extended to 
them. They find in it no indemnity, no compensation 
for the injury which it inllicts upon them. They have 
not, they cannot, in self-defence erect manufacturing 
establishments. The nature of their population for¬ 
bids it.”^ 

‘ ReadiS's of De Tocqucvillc's La Dtmocrahe en Am^Hqus will 
remember his description (17th ed , vol ii. chap. x. pp. 320-5) 
of the contrast presented to the traveller down the Ohio River 
by the two banks, and his prophecy of a great conflict as the in¬ 
evitable outcome of the difference between the economic and social 
organisation of North and South. Witli the opinion of the peti¬ 
tioners, cpiotcd above, may be contrasted the belief of Hamilton, 
in his Report on Manufactures (Taussig, State Papers, p. 59), 
tluvf “ ideas of a contrariety of interests between tlie nortliern and 
southern regions of tiie liiiion are in the mam as unfounded as they 
are mischievous. The diversity of circumstances on which such 
contrariety is usually predicated authorises a directly contrary 
conclusion.” Forty years later De Tocqueville agreed with tliis: 
vje vois bien dans les diffiSreiites parties de I’Umon d«B int^r^ts 
differc*atov%fais ]e~n’en d^coiivre pas qiii soient contraires les nns 
aux autres ” (loc. at , p. 369). but he anticipated conflict owing 
to the dissatisfaction of the Siuth at seeing itself outpaced in 
prosperity and political power by the North, and the difference of 
tem^rament arising from the difference of economic conditions. 
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Moderate men in the Northern States were anxious 
to make some concession to the vSouth, and the feeling 
in favour of a reduction i>f duties was strengthened by 
the condition of the public finances. The customs 
receipts had bivU sulliciently large tw allow of the paying- 
off of the National Debt with gn at rapidity, lietween 
January ist, and Janaury 1st, 183:5, the amount 

was reduced from $67,475,000 to $24,322,000, and the 
interest payable had fallen by one-half. Meanwhile the 
receipts from customs were rising; consequently, with 
the Congress which met in December, 1831, there began 
a revision of the tariff, and the new Act was adopted 
in June, 1832.^ The duty on unmanufactured hemp 
was reduced by one-third; that on raw liax was abolished. 
The rates of duty on pig and bar iron wi ie 1 educed, as 
were those on manufactured silk and a number of other 
articles. Jfut the chief changes were 111 the case of wool 
and woollens; tin; cheaper kinds of raw wool were ad¬ 
mitted free, on the others the duties were considerably 
reduced; on cheap woollen goods the ad valorem duty 
was reduced to 5 per cent., on worsted goods from 25 to 
10 per cent.; on other qualities they were nominally 
increased but practically reduced, owing to the abolition 
of the system of minimums.’^ The number of absolutely 
free articles was increased from qq to 180; tea and coffee 
imported in American vessels w'crc to be f»ce. " In 
fact, the protective sy.stcm w^s put back, in the main, 
to where it had beem in 1824. The result was to clear 
the tariff of the excrescences which had grown on it in 
1828, and to put it in a form in which the protectionists 
could advocate its permanent retention.”® Hut this very 

* A Report of the Congressional Committee wliit li prepared the 
scheme contains .an elaborate diboussioi-eof the relative merits of 
spiccific and ad valorem duties, and declares in favour of the latter 
on the grounds that tliey affect all qualities of r. commodity 
equally^as specific duties dojiot unless very elgtioyilely detaiffed; 
and that they enable the irroportion of taxat)p^.’^lll^Jttl'•4 by the 
legislature to be maintained fh spite of flncluatiohs of values. 
These advantages outweigh the disadvantage of the encourage¬ 
ment given to false declarations of value (J 3 ol!es, 11. pp. 415-16). 
For a fuller discussion of this question, sec pjr. 210-12. 

• Stanwood, i. p. 384. * Taussig, ij. 105. 
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fact drove the Southern States into open revolt; so long 
as there was a chance, by ordinary legislative means, of 
overthrowing Protection, they were disinclined to have 
recourse to other weapons, but they inffpreted the 
action of Congress in 1832 as nieaningf'thc permanent 
incorporation of Protection in the fiscal policy of the 
Union. t 

The line which the leaders of the South, especially 
Calhoun and Ilayne, would take, had already been 
revealed; it was the adoption of a particular view as to 
the manner in which the Constitution slmukl be inter¬ 
preted. There were two possibilities • the Federal Govern¬ 
ment might be comparatively weak, and confined to the 
exercise of power-, based on a strict and narrow intcr- 
pietation of the actual tc'rms of the Constitution, whilst 
the separate states enjoyed extensive rights and powers 
—that is to say, there could be a league of states, not 
a Union; or the Fedc'ral Government might continually 
increase in authority, and the terms of the Constitution 
might be liberally interpieted at the cost of a constant 
diminution of the powers of the various members of the 
Union. Economic and political considerations alike 
determined the Southern States to adopt the former view. 
Under their climatic conditions, and with slave labour, 
it was believed that there could be no considerable 
growth dr manufactures, and it was quite certain that 
the South would be far outpaced in population and 
wealth by the Noith-Eastgrn, and still more by the 
Middle States. That w'ould mean the political pre- 
dominanci! of the North, and it seemed that the result 
'Vpuld be the maintenance of the protective policy to 
W'hich the South was so strenuously opposed—it might 
also mean the overtllVow of slavery. The leaders of the 
South argued in the tariff controversies from 1827 to 
18^2, aswejrn'c seen, that dhe policy of PrStection 
bcncfif?done portion of the Union at the expense of 
another; and as they could*'not prevent the passage of 
the Tariff Acts,, they maintained that the Acts them¬ 
selves were unconstitutional, whatever the courts of 
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justice might say. They argued that customs duties for 
protective purposes were not within the terms of that 
clause of the Constitution which authorised Congress 
“ to lay a"d collect taxes, duties, imposts, and excises, 
to pay the de'fds and provide (or the general defence 
and welfare of the United Stales or that even if they 
were so include i, or could be by an application of the 
doctrine ot " inipliul powcis,” the duties actually levied 
violated the rule that " all duties, impn^ts. and excises 
shall be uniform throughout the United States," since 
they bore more heavily uiion the .South than upon the 
North. Uut if the obnoxious tariff laws were passed, 
and maintained by the courts, what w.as to be done ? 
In a famous debate in rcgaid tf) public land, in 1830, 
Haync, of South Carolina, had arguid that " the Con¬ 
stitution of the Union w.as a compact between tlu- states; 
that to make the Federal Governnient the sole judge, 
through its judiciary, of the extent of its own powers, 
was to leave the states utterly without guarantee of the 
rights reserved to them, and might nsnlt in destroying 
the federal character of the tiovernment altogether; and 
that if the states could not defend themselves in cases 
where the unconstitutionality of acts of the Federal 
Government siemcd to them deliberate and palpable, 
the government might be consolidated to a point of 
intolerable tyranny.”' 

Authority for the action no\y taken in 1833 was found 
in the resolutions passed 1 ^ Virginia and Kentucky at 
the time of their entry into the Union, to the effect that 
"in case of a deliberate, palpable, and dangeious exer¬ 
cise ot other powers, n<it granted by the said compa^, 
the states, who are members thereof, have the righl,'mid 
are in duty b(jund, to interpose, for'arresting the progress 
of the evil, and for maintaining within their respective 
limits^he authorities, rights, and liberties ajipcrtairiing 
to them.’’^ The practical application of t^iH doctrine 
was the method of " nullifioation.” On Novemlx-r 24th, 


‘ Wilson, pp 43-4- 


» 'Ibid., p. 45. 
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1833, a State Convention in South Carolina declared th6 
TariE Acts of 1828 and 1832 null and void within that 
state, and announced that, in the event of the Federal 
Government attempting to enforce thcl^w, South 
Caiolina would deem it necessary to wit^lflraw from the 
Union. Jackson, originally elected with SouHicrn sup¬ 
port, had now been re-elected by ay. overwhelming 
majority, and whatever his personal views on the tariff 
question itself may have been,^ ho would have notliing 
to do with nullilication, which he di'clared to be " incom¬ 
patible with the existence of the Union, contradicted 
expressly by the letter of the Constitution, unauthorised 
by its spirit, inconsistent with every principle on which 
it was founded, and destructive of the great object for 
which it was formed.”" In January, 1833, a Bill was ^ 
introduced into Congress, known as the Force Bill, 

* " That manufa<,hires adoijuate to the supply of our domestic 
consum))tioii would in (he abstiact be bouefieial to our (.ountry 
there is no reason to doidil, and to eltect their establishment there 
IS iierhaps no Amei n an citi/.en wlio would not for a whde be willing 
to pay a higher iiriec for them. But for this purpose it is pre¬ 
sumed that ;i tanli of high duties, designed for pcrjiotual protection, 
has entered into the minds of but few of our statesmen. The 
most they have anticipated is a temporary and, generally, inci¬ 
dental protection which they m.iintain has the elfect to reduce the 
price by domestic competition below that of the foreign article. 
Expcrieiice, however, our best guide on this as on other subjects, 
makes it doubtful whether the advantages of this system are not 
countcrbaffiiiced by many evils, and whether it docs not tend to 
beget in the minds of a large portion of our countrymen a spirit 
of discontent and jealousy'dangerous to the stability of the 
Union. 

“ What, then, sltall be done ? Large interests have grown up 
under the implied pledge of our national Icgislalion, which it 
would seem a violation of jiubhc faith suddenly to abandon. 

, Nothing could justify it but the public safety, which is the supreme 
laVJs. But those who have vested their capital in manufacturing 
establishments cannot expect that the people will continue to pay 
high taxes for their benefit, when tlie money is not required for 
any legitimate purpose 111 the administration of government. . . . 
Tnpse who take an enlarged view of the condition of our^pountry 
must be sati^ctLUiat Ihe policy of protection must be ultimately 
liniitedrto Those articles of domestic manufacture which are in¬ 
dispensable to our safety in time of war ” (Jackson, Presidential 
Message 0/1832). * 

• Wilson, p. 61. 
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authorising the President to use the Federal military 
and naval forces to enforce the tariff, wherever the col¬ 
lectors might encounter obstacles. 15 ut neither side was 
anxious to push tlie nuitli-r to extremes. Not all the 
Southern StjCff > were prepared to follow South Carolina, 
and the Free Tradirs of llu' Noith caied moie for the 
maintenance of the Constitution tlian for tlie overthrow 
of the tariff. On the other hand, the political leaders 
of the Protectioni^'ts recognised the necessity of yielding 
to some extent. In February Clay iutioduced his 
Compromise Ifill. I’>y it all duties in excess of 20 per 
cent, ad valorem were to be 1 educed by one-tenth of the 
excess in each alternate year up to and after that 

by a greater amount, so that the whole excess should lx; 
abolished by 18.42, a number of duties were to be entirely 
abolished in 183 5, and many more in 1842.* 1'he result 
would be that by 1842 the free list would tx' much 
enlarged, and duties bi ought to a uniform level of ao per 
cent, ad valoivm. This amounted to "giving manufac¬ 
turers ten yeais’ notiie to prepare lor the final abandon¬ 
ment of the princi])le of Protection”;^ but it is more 
than probable that Clay and his friends did not anticipate 
any such event—they hoped that something would 
happen to enable the notice to be cancelled. 'Ihe, com¬ 
promise was readily acci'pted by Calhoun on behalf of 
the South, and became law on March 2nd, 1833. On 
March nth, South Carolina lepeaUd the nullification 
ordinance, but also declared the*]'orce Pill void. 

As a temporary political ^.?pedient. Clay’s compromise 
was successful in that it put an end to the crisis, but 
it did not settle the real question at issue. 'Ihe I'edcr al 
Government had asserted its right to enforce the Fedci^fif* 
law even against the will of the ir*lividual state's; but 
South Carolina still adhered tei its doctrine of nullifica¬ 
tion. Bractically, the South was victorious; it had 
compelled the Neirth to "repeal the obnoxi<ias tariff, 
though the Force Bill remained on the statute book as 

* Belles, ii. p. 425. 


* Stan wood, i. pp. 3*^ 7-8- 
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a statement of the powers of the Federal Government. 
The problem was put aside for a time, but it was to 
return a generation later to be solved only by war.* 

‘ For tliedcl.-iilsof theconnu.land theargument, 
see Wdson, 1)]) Slainvood, i chaps, tx and x ; Johnston, 

History of AmencaH Politic'^, chaps xi to xiv., jvid cf. Bryce, 
Amencun Commonwealth, chaps, xxxi. to xxxv. 



CIIAIMllK III 

COMPKOMISE, I’KOTl-X I ION, AND KKA( IION— 
ECONOMR' 1 ) 1 :\'J: 1 . 0 PMENT of Tlllv UNJTICD 
STATES TO ISGO 

Fok eight years the Customs Tariff cstabli^'hi'd by the 
Compromise Art of 1833 remaiued mitouehed, and con¬ 
sequently during all that period the United States were 
moving steadily in the direction of tlie removal of re¬ 
strictions upon foreign trade. Tlie fust foui years, 
from the passage of tin* Art till towards the end of 1836, 
were a time of general prosperity, but, iinfoi tuiiately, 
they were also coincident watli the beginnings of fmancial 
disorder, resulting not from economic causes, but from 
the extraordinary policy of the Covernment.' The chief 
example of the lac'klrss hnancial methods of the ad¬ 
ministration of President jacksem (iH3()-37) was the 
attack upon the United States Itank. That institution 
had been originally established in I 7 <)l with a charter 
for twenty years, but from the first there had lf;en con¬ 
siderable doubts as to the const,itulional validity of the 
proceeding. The. result was ^hat the charter was allowed 
to lapse in i8ri; but the bank had provt <1 so useful that 
it was renewed in 1S16. The Treasury had subscribed 
onc-llfth of the bank’s capital, and the President nor^ 
nated one-fifth of its directors; it was the d< pository 
of the FedcTal revenues, its notes Arc legal tender for 
all payments to the United States (lovernment, and it 
was botind to redeem it;* notes in specie on dcmanfl. 
From the first, the new Democratic party w» re hl 5 stile 

r The year 1833 “ marks the clftingc, for some lime imirending, 
from rational and eonscrvalivc, to rccklcKban<l dc-stnictive, finance, 
and from comparative prudence* on the part of the business com¬ 
munity to wild speculation ” (Stanwood, ii. p. 1). 
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to the bank, partly because, with their theory as to the 
interpretation of the Constitution, they held the bank 
charter to be unconstitutional, in spite of a decision of 
the Supreme Court to the contrary effect^ partly 
because they thought that its privilegcS'wnstituted an 
“un-American monopoly’’; and partly because they 
supposed it to exercise great politica' influence in the 
interest of their opponents. There seems to have been 
little basis for their charges in regard to this last matter, 
or for the further charges of mismanagement, but Jackson 
resolved to overthrow the bank, and when Congress 
passed an Aet renewing the charter it encountered a 
Presidential veto, which the majority was not strong 
enough to override. Clay endeavoured to make the 
bank question the principal issue at the Presidential 
election in November, 1832, with disastrous results; the 
triumphant second election of Jackson only strengthened 
his determination to destroy the bank. In September, 
1833, having at last secured a Secretary of the Treasury 
who was ready to help him, Jackson proceeded to with¬ 
draw the Government deposits from the bank, and not 
to replace them. The Federal revenues were henceforth 
to be deposited in certain selected state banks (i.e., 
banks under state charters), which were not chosen 
always for their financial soundness, but in some cases at 
least fo\ their usefulness for party purposes.^ 

In the years 1835 and 1836 there was a great increase 
in imports,^ but in spite of this the reduction of duties 

‘ Wilson, p. 88. Dewey (p. 209) apparently thinks that the 
charges against Jackson for favouritism in this matter are exag¬ 
gerated ; " tlic interests of the Government were well safeguarded.” 

* The following table shows the movements of imports and ex- 
"Jlbrts for the years 1831 to 1836 (in million £ sterling); 
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Total Imports. 

Total Exports. ! 


Ml’Iion £. 

Million £ * 

1811 


15-0 i 

1832 

19-8 

i6-8 1 

183,1 • • 

21*0 

17-8 1 

1834 

22-6 

21-3 

1835 

28-5 

24*0 

1836 .. 

36-8 

25-9 ; 







r^itlted Th a diminished customs revenue. However, 
the sales of public land in these years were so great as 
to giire the Treasury a huge surplus, and in 1836 the 
National Debt was extinguished.^ If the sales of public 
land were t>go on, a continued surplus might be expected. 
The obvioiu; course- would have bi t-n to lethice taxation, 
but no one was willing to touch the Comi'roinisc of 1833, 
which had alu-ady come to possess an almost sacred 
character. Coiistspicntly, it was decided, on the pro-' 
posal of Calhoun, that im and aft<.r Januaij' Jist, 1837, 
all the surplus funds remaining in the rreasnry above 
$5,000,000 should be distributed between tin- various 
states, with the proviso, howevir, that money so dis¬ 
tributed could be recalled by the Federal (iovernment 
if necessary—a course never adopted, and in fact im¬ 
possible. Three such distributions wi-re made in 1837, 
amounting to $37,000,000; after that there was no longer 
a surplus, but a deficit. 

In the same period there was an extraordinary increase 
in the number of banks of issue (from 329 in 1829 to 
788 in 1837),^ stimulated by the new deposit system of 
the Federal (iovernment, the growth of speculation, 
particularly in land, and the development of industry. 
The states exercised no control over the new banks, and 
allowed them, even w’hcn they possessed scarcely any 
capital, to issue notes freely. The country wa;*, flooded 
with paper money in all stages of depreciation, and 
prices rose rapidly. To protect Hself as much as possible, 
the Treasury in July, 1836^ issued a circular requiring 
all payments for public lands to be made in cash. This 
increased the difliculties of the money market, already 
very great and complicated by the calling-in of loaefc’*' 
by English creditorsand by Ih^ beginning of 1837 
commercial credit was badly shaken. Food prices rose 
rapidly^ and then a sudden fall in the price of cotttjp, 

‘ Slanwood, i. p 284. * » 

• Dewey, p. 225. • • U>id., p. 230. 

* Between 1834 and 1837 flov^ rose from 85 to Si 1 a barrel, 
and corn from 53 cenls to di-is a bushel, early in 1837 there 
were bread riots in New York (Wilson, p. 93). • 
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following on the over-production resulting fron/?he rapid 
rise in prices between 1833 and 1835, brought a general 
crash.. All the banks in the country ceased payments 
in specie.^ There was a sharp decline in the foreign 
trade of the United States, particularly, in^respect of 
imports." 

Little, if any, connection can be shown between the 
economic crisis thus brought about-a ciisis the origin 
of which was purely financial—and the tariff legislation 
of 1833, for the reductions of dutie-^ under th<' Act of 
that year were to be very gradual, and would not become 
marked until about 1840.^ The linancial distress was 
due simply to the confusion into which the policy of the 
Jackson Administration and the growth of speculation, 
stimulated by tlie great sales of public lands and exces¬ 
sive credit to purchaseis, had tin own the credit system 
of the country; consequently there seems to have been 
no proposal made in any quarter for an alteration of 
the tariff or a return to a greater measure of protection. 
After the crisis there was the inevitable period of stagna¬ 
tion—commercial recovery was very slow; and the 
general depression may have been, and probably was, 
increased by the knowledge of the manutacturers that 
under the Act of 1833 the pace of the reduction of duties 
was now to quicken. But, nevertheless, the efforts 
towards a change in the Tariff Act were very slight, and 
met with little support. Two financial reforms only 

‘ Stanwood, ii p. 8. 

* The value of the total imporU of merchandise was, for the year 
ending September 30, 1836, 3()'8milljon for 1837, 27-2 millions; 
and for 1838 only 20 millions. In the corresponding years the 
total exports of merchandise were 25-9 million 23-2 millions, 
^nd 21-9 millions respectively 

Even Stanwood, who is strongly protectionist in sympathy, 
writes; “No candid s! idcnt of histoiy will hold that the Tariff 
Act of 1833 had even a slight direct inthience, by an injurious 
effect upon domestic manuf.acturc, in bringing on the crisis. The 
e^'idenceis necessarily of a negative character, but it is conclusive. 
The fact that manufacturers were flburi.shmg up to the time when 
the fillancial storm burst, as all authorities deemed that they were, 
is all-sufficing ” (Stanwood, ii. j 8). The connection of this and 
the following crisis with the tariff appears to have been a later in¬ 
vention of Henry Carey. 
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were In 1838 the State of New York began the 

policy of permitting the establishment of any bank 
without the need for a special charter, on condition of 
its promoters depositing with tlu‘ Stale Treasury securi¬ 
ties to the^.iiiount represented Iry its i^sue of noU'S. 
In 1840, furtlier, tli(' Jndejnndmt 'lieusiiry Act was 
passed by Congiess; under its teinis the rieasiiiy was 
itself to keep all \he proceeds of the public leveiiiie in 
its own hands (not making use of the banks), and to 
make and leceive payments only in si>eeie.‘ 

By the tune of the (lection of November, iH.jo, the 
Democrats were utl(ily disiiediled, in sjnle of some 
diplomatic successe s of \.ui Bun n, wIkj had succeeded 
Jackson as Piesident in 1^37. The main defects of his 
administration had been his steadlast adlieienee to the 
financial policy of his piede<essor, and his faihiie to 
devise any satisfactory measures for dealing with the 
commercial situation. The new political parties had 
now been definitely formed; on the one side were the 
Democrats, led by the President iiiniself and Benton, 
with their advocacy of a conservative inteii>retation of 
the Constitution and their conseiiuent opposition to the 
expenditure of Fedi ral moneys on internal improvements, 
to Protection, and to the National P>ank; and on the 
other side were the Whigs, as the Republican party of 
Clay and ex-President Adams w'as called sinc^ i^ 34 » 
representing many diverse elements, but agreed upon a 
wide interpretation of the Constitution and jiroteclive 
legislation. Already there wi*re signs of the difficulties 
to be caused later by the anti-slavery jiarty—a more 
serious menace to the Demociats than to the Whigs, 
since the former weie dejK ndent for much of their politicaj, 
strength on the South.^ The Wli^s, not so much 
because of their new policy as because of the discredit 
into whi^h the Demociats had fallen, were able to carry 

the election of Ilarriscm, a miccessful soldir r, as President 

• 

‘ Dewey, pp. 235-7. 

• Wilson, pp. 1 i.r-14. CJ. Jofinslon, American Politics, chaps, 
xiti. and xiv. 
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in November, 1840, and immediately upon^s taking 
office they prepared to enter upon a course of financial 
legislation. They proposed to repeal the Independent 
Treasury Act, to re-establish the National Bank, to 
amend the tariff in order to meet the large Treasury 
deficit, and also to distribute amongst the stqtes the pro¬ 
ceeds of the sales of public lands, so that these would 
not henceforth be reckoned as a source of Federal revenue. 
But scarcely had tlu'se proposals been put forward when 
the President died, and was succeeded by Vice-President 
Tyler. The new President was not a Wliig at all, but 
a discontented Democrat, who had been adopted by the 
Whigs as one of their candidates only in order to detach 
a certain number of votes from their opponents and to 
attempt to secure doubtful states. He was by no means 
in sympathy with their proposals and immediately 
vetoed a Bill establishing a new National Bank. The 
Distribution P>ill was carried only after some difficulties 
with the President and subject to the proviso (which 
in fact reduced it to impotence) that the distribution 
should be suspended if at any time it appeared necessary 
br revenue purposes to levy customs duties of more than 
20 per cent, ad valorem. As a hasty expedient to provide 
money a temporary Tariff Act was passed in September, 
1841, laying a duty of 20 per cent, on all merchandise 
previo’.,’sly paying less, or free; there wore, however, 
certain exceptions to this general rule, and the proposal 
to tax tea and coffee was rejected.^ 

By the end of 1841, the' financial situation was worse 
than ever. In spite of large issues of Treasury notes, 
there was a heavy deficit, and there S(>emed every like¬ 
lihood that the final remissions of duty, now about to 
take place under -the Act of 1833, would still further 
increase the difficulties of the Treasury. This fact, 

coupled with the general uncertainty, probably, :Scrioasly 

1 

1 “One of the earliest acts of ‘the new Whig administration was 
the repeal of the Independent Treasury Act in 1841. The Act 
was restored in 1846, and has remained in force since (Dewey, 
pp. 239, 252-5). 
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hampered the manufacturers and merchants; and the 
commercial troubles had again become acute. In 1841 
fifty-five baaks liad stopptd payment; in January, 184a, 
six slates, meluding Pmiisylv.uiia and Maryland, were 
unable to ine( t dii ir ol>lieatioits and l)\’ llte end of 
April tile opei.ilioii- of (\e<n1y ix nioie banks were 
suspended.* I( vm-. a!' olnti ly necessai\' foi some action 
tf) bi: tak<’n, and llie only lennsly whit Ii oecurreil lo the 
statesmen of the United Stales was a ie\ision of the 
tariff; after anotln i !■ inpoi,ir\' nieasuie had bi en passed 
in June, iS.ia, to piolong ei 1 t.iin diitles, ('on;;i< s . .adopted 
in August of th.it yt .n a m w 'I'.u iff At l, whn h w'.e, (.irried 
only after much dillienity, and by means of 1 oinplicated 
parliamentary mano uvn s. It was the wank of the 
Whigs, and w'.is thertfoie on the whole deeidediy pro¬ 
tectionist;* and it w.as much more elaborately detailed 
than any of its predecessors. It was based on th«' Tariff 
Act of 1832, and in comparison with that it increased 
the duties on cotton manufactures, on glass, and on the 
cheapest wools, whilst it reduced the duties on woollens, 
wool, leather, and some other comrnoditii s. Itut in 
•contrast to the level of the duties 111 i8.:ji, which under 
the Compromise Act w'ere drawing close to an all-round 
rate of 20 per cent., the Act of 1842 marks a distinct 
return toward- Protection. The aveiage duty w^as to 
be about 30 jx r cent., though on in.inufattiired good?' 
it was decidedly higher. There can, on the whole, be 
little doubt th.it the new Act h:td a di-tiiietly lx neficent 
effect,® mainly because it g.ivi* the inamifacturers certainty 

1 Stanwfxxi, 11 p iM. 

* “ It nairk;, ihc l.i.sl tiiiiinpli of tlic iirotci'lioiusl (xilii y licfore 
the Civil W.'ir " ('M.iyo-Sniilh anil Scli|,'in.in, ]i o ) 

* St.anwood Ixioines cMlliusiastii, on Ibc ixnnt “The final 
plunge lo the ]iei ■ i nt niaxinniiii nil I'd the < oiiiproniisc tariff 
was bringing Ihe inihislties ilejximleiit u]X)n iirolection to a 
stanclst^l; and all hnsincss snllered in the stagnation of employ¬ 
ment, in the cessation of thf movement of moiH'y and gooim, 
which are as the eirt ulalion of tlu- blood in the body of efimi^crce. 
The adoption of any improved tariff would have removed one cause 
of the existing evil—the iinccrtaii^ty as to the future. The enact¬ 
ment of a tariff which promised prosjicrity and health to the 
Starved manufacturcra removed all causes, and* actually restored 

12 
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as to the conditions under which their indus^es were 
to be carried on, and helped to improve matters in the 
iron aftd cotton industries, which contributed an impetus 
to all the rest. It is at any rate certain that in 184a 
there began a revival of trade and comtnerce, and 
although such a revival must assuredly have taken 
place in any case, it is probable that it was quickened 
by the increased protection afforded by the new tariff. 
And from the point of view of revenue the new rates of 
customs duties were quite satisfactory; in the year 
ending June 30th, 18/^4, and onwards,^ the Treasury 
found itself again in possession of a surplus. 

Hut the tariff W'as not destined to remain long un¬ 
touched. The Presidential I'lection of November, 1844, 
resulted in the triumph of the Democrats, represented 
by Polk.® The new President was opposed to the whole 
protectionist systeiii, though his colleague in the cam¬ 
paign, the Democratic candidate for the Vice-Presidency, 
was a Protectionist, and so was able to secure Pennsyl¬ 
vania for his party. In his first message to Congress, 
President Polk urged that the power of that body to 
levy customs duties should be exercised solely for revenue 
purposes; and in December, 1845, his Secretary of the 
Treasury, Walker, presented to Congress a lengthy report 
on the tariff, which was simply an elaborate argument 
tor Frer; Trade.® After expressing doubts as to the 
constitutional validity of protective duties, the Secretary 
proceeds to argue against them on economic grounds; 


the prosperity wfiich It promised. Tliere is no other enactment 
affecting the duties on imports, the effect of wliicli is so clear, so 
indisputable, as there was never another which worked so in¬ 
stantaneously ’’ (li. pp. 36-7). 

Taussig is more moaorate, but agrees that. In the manner indi¬ 
cated above, the tariff did have a decidedly good effect on the 
commercial and industrial situation. 

V1 Since 1844 the United States fiscal year has ended onpjune 30; 
prior to that date it ended on September 30. 

* The defeat of the Whigs was due in part at least to the absten¬ 
tion of the anti-slavery party, ,vho threw away their votes on an 
independent candidate of their own. 

* Full text in Taussig, State Papers. 
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and some passages from the Report may be quoted as 
illustrating his general line of argument. He wrote:— 

" At least two-tliirds of the taxes imposed by the 
present tariff arc paid, not int(^ tlie Tieasury, but to 
the protected < la'<ses. The revenue fioiii imports last 
year exceedi'd t\v«nt\-'vven nnllidns of ilollars. This 
in itself is a lu,iv\- lax, hut the wimic lax impnsed upon 
the pe<q’)le h\’ (he pie^i n( tarilf is not le-s than eighty- 
onc millions of iloll.iis- of which Iw nl \'-soven millions 
are paid to the (tovdinneiil njion the nnpoits ami lilly- 
four millions to the pioteded ela-..es m enhancid jirices 
of similai domc'lh aiteU s. 

“The occasional tall in juices of some aitnles afti'r 
a tariff is no proof that this was the effect of the tariff; 
because from imju ovid mai hinddiminished juices of 
the raw' material, or oilier causes, juicis may fall evi n 
after a tariff, but they would in such cases have fallen 
even more but for the tariff. The truest ('oiiijxiiisnn is 
between the juesent juiee of the same article at home 
and abioad, and to the extdit that the price is lower in 
the foreign marke t than in oiir ow'n, the duty, if eepial 
to the difference, must to tliat extent enhance tlie price, 
and in the same ratio w'ith the hnver duty. 

‘‘ An appeal has been made to tlie poor by the friends 
of Protection, on the ground that it augments the w’agcs 
of labour. In reply it is contended that the '-ages of 
labour have not augmented since the tariff e»f i8/j2, and 
that in some cases they ha'^e diminished.^ ... A 
protective tariff is a epiestioit regarding the enhancement 
of the profits of capital. That is its object, and not 
to augment the wxiges cd labour, w'liich wumld reduce 
those profits. It is a question of percentage, and is to 
decide whether money vested in out manufactures shall 
by special legislation yield a profit of 10, 20, or 30 per 
cent., or whetlier it shall remain satisfied with a dividend 
equal to that accruing frofn the same cajiital invested in 
agriculture, commerce, or navigation. 

* There seems to be no adequate evidence for this statement of 
the Secretary. 
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" The tariff is thus a double benefit to the^anufac* 
turcr and a double loss to the farmer and planter—a 
benefit to the former in nearly a monopoly of the home 
market and in enhanced prices of iiis fabrics; and a loss 
to llu' latli-r in Iho |)ayinon( ol tfiosi' liigh ‘firices and 
a total or p.iilial i xclu'^ion fioin ilio loicij^n market. 
'I'lie tine ([uc'^lion is win tin r llie fainicr and planter 
shall to a gicat rxliiit oijiply our p('(ipl(‘ with elieap 
mamifaelures purchased abroad with lluar agricultural 
products, or wlutlur this exchange shall be foibidden 
by high duties on such manufactures, and their supply 
thrown as a niono])oly, at large prices, by liigli tariffs, 
into the hands of our own manufacturers. 

“ Iwit our coiniiKiTi' be as fiee as our political institu¬ 
tions. Ia;t us, with revenue' duties only, open our ports 
to all the world, and nation after nation will soon follow 
our example. If we reduce our tariff, the party opposed 
to the Corn Laws of England would soon prevail and 
admit all our agricultural products at all times freely 
into her ports in exchange for her exports. And if 
England would now repeal her duties upon our wheat, 
flour, Indian corn, and other agricultural products, our 
own restrictive system would certainly be doomed to 
overthrow.”^ 

Proceeding from these principles, the Secretary advo¬ 
cated duties for levenue purposes only, with the imposi¬ 
tion of maximum rates on luxuries, the abolition of all 
minimurns and of all specific duties, and the substitution 
of (7(/rates. 

The result of this policy of the President and his 
advisers was the Tariff Act of 1846, adopted after only 
a short, though at times exciting, parliamentary struggle. 
All minimuins anck specific duties were abolished, and 
commodities were divided into a number of classes with 

Bollcs (ii. I'p 4p)-5<>) speaks of the British manuiacturers 
“ hiia’ing zealously laboured for Iblk’s election, and contributed 
munificently to that end ’’ lletillegcs that large sums of money 
were subscribed in Bngland and expended on behalf of Polk*a 
candidature in the Uniteil States. Elsewhere (p. 452) he speaks 
of the tariff of 1S46 as “ sponsored by the Enghsh nation." No 
satisfactory evidence for these statements is offered. 
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duties ranging from 5 per cent, to 40 per cent., and in 
the one case of brandy and spirits to 100 per cent. , There 
Was also a class of free articles, tlie chiif being tea, 
coffee, art’ iron and copper ore. Manufactures of iron 
and other metals, wool and woolUais ])aul jo per cent., 
as did maaulactures of lealiiiT and gl.iss; cotton goods 
paid 25 per cent. On the whole, tiie duties weic con¬ 
siderably kmar than under tlu' Ai t of iS.)2. 

The new tariff reinaiiud in foiee for deveu years 
with practically no alteiations; during that pniod the 
United Stales e.xperienec'd a very raiiid eKuioniie devi'lop- 
inent, and it will be convenient to bring tugither in this 
place some evidences of the progress made in the two 
decades from 1840 to i8()0. The total population (w^hitc 
and coloured) of the United States was i7,o(')i},ooo in 
1840, and had increaseil to 31,444,1x10 twenty years 
later.' Jiy 1850 the factory system was hi inly estab¬ 
lished,^ but the population was still overwhelmingly 
agricultural; in 1850, w'hen the. fust re.ally reliable census 
of the United States was taken, only 12 5 per cent, of the 
population, and in i860 only i6-i per cent., w'ere living 
in urban areas with more than 8,000 inhabitants.^ .The. 
quantity of wheat produced was 85,000,000 bushels jin * 
1840, and had risen to more than double that amount 
{173,000,000) in i860; during the same period the pryj-r 
duction of corn (maize) rose from 377,500,000'*bushels 
to 83<),ooo,ooo —in both cases the supply v\'as almost 
entirely for the home inaiket.'* In 1840 tlie amount of 

‘ In the fifht of tlicso yc.us iR(;ro<,s .uul Iiidi.uis miinbcrcd 
2,874,000, aiul 111 I Soo .},,^|7.,ooo All(ne;iii< (■ must !«' neidc for 
incrciiscb of Iciriloiy {c i; , in Tc.’ta.s and .Mexn o) li(;l\v<,<;n llU'SO 
datc.s. Between oS.)(, and i S47 i)ic United St.lies leicivcd more 
than three million innnigianls (Stanwood, 11 ]> 87) In cai li of the 
five yeans after 1H49 the aimii.d iniinlx r w?.. over 550,000 

* " Itwasiiot iintilahoiit nSjo tli.it tlie factory iiK-tlioil of manu¬ 
facture extended itself widely to miscell.aiieoiis industries, and 
began rapidly to fone from the markeds the li.md-in.ule produc^ts 
with which every (oinniunity Had hitherto ihully supplied itself. 
Itseems probable tli<itnntilalKiul*thcyuar 1.S50, the ImiIk of geflcral 
manufacturingdone in the United v'tatcs wa.si anied on in the shop 
and the household, by the Labour of tlie family 01 individual pro¬ 
prietors, with apprentice .as-sisUiiK c ” {Twcljih 0 ;nsus, vii. p. hii.). 

® As against 33*1 in 1900. 

‘ Statistical Abstract of the United States, pp. 689-90. 
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cotton grown was 1,348,000 bales,^ and ten years later 
it had.reached 2,137,000 bales; subsequently, it under¬ 
went considerable lluctuations, but reached 4,310,000 
bales in 1H59, and 4,491,000 bales in 1861—rthe latter 
figure not being reached again until 1877.^ The output 
of cane sugar was 248,000,000 pounds in 1840; subse¬ 
quently, the fluctuations were more marked than even 
in the case of cotton, the maximum production being 
525,000,000 pounds in 1854 and the minimum 87,000,000 
pounds in 1857.''’' 

The total value of the manufactured products of the 
United States was estimated in 1(850 at 1,019 million 
dollars, and in 1(860 at i,(S86 mdlion dollars.** A great 
stimulus had been given to industry by the discovery 
of a number of new processes, which came into general 
use from about 1845 onw'ard. The year 1838 had 
witnessed the invention of Nasmyth’s steam-hammer, 
and about 1S40 anthracite coal began to be used for 
the production of iron; in 1841 the power-loom for 
carpet-weaving was invented, and some years earlier 
the knitting-frame had been first worked by machinery. 
The output of coal was in 1840, 1,848,000 tons; ten years 
later it was 6,266,000 tons, and in i860, 13,045,000 tons 
(it had once ex'ceeded this amount by nearly 1,000,000 
etons, in 1859®). The production of pig-iron amounted 
to 287,000 tons in 1840, and byT86o had reached 821,000 
tons.® The quantity of^ steel rails manufactured in the 
United States was estimated at 24,000 tons in 1849, 
and 205,000 tons in i860.’ The number of cotton 
spindles emploj'ed in the United States w'as reckoned 
at 2,285,000 in 1840; it rose to 3,098,000 in 1850 and 
to 5,236,000 in i860.** In the last-mentioned year more 
than two-thii ds of tlie total number were in New England.® 
The exports of cotton goods were comparatively small 

a *' 

‘ Of 500 lb pross weight. ’ * SlalisltcalAbslract,p,6go. 

• ibid., p. 690. * 'i'welflh Census, vol. vh., p. xlvii. 

* Statistical AbstKict, p. 691 1 ® Ibid , p. 693. 

’ T.-vussig, p. T3.), cpioling from Report oj the Iron and Steel 
Association for iHjC). 

8 SiaitsHcal Abstract, p 696. » Taussig, p. 141 n. 
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and variable, and the rapid increasfi of production failed 
to keep pace with the demand, with the result that 
imports also showed a marked expansion.‘ The woollen 
manufacturers were hampered by the duty of 30 per 
cent, ad valorem on raw wool, and there was little advance 
in the pfoduction of woollens of the best quality; but 
in regard to the '.oarser goods thc-re was distinct progress, 
and the census i el urns gave the value of the products 
of the woollen manufactiirers as 20 million dollars in 
1840, 48 6 millions in 1850, and 73-5 millions in 1860.^ 
The foreign trade of the United Sl.ili's also underwent a 
great expansion. The following table gives the ligmcsof the 
total imports and e.\]>orts, of merchandise only, from 1847 
to 1857, when another alteration in the taiiff was madc;^ 


^'c■lr ' 

T'dal lliljMirtS 


Ti'f ll 1- X JK it l 4 . 


MIIIi'Hi C- 


r- 

MiMi-.u C 

1847 .. ; 

25-5 



.f 2-7 

1848 . ' 

S <>-5 



28.8 

1849 

2.)-4 



20 2 

1.S50 

10-1 



lll-I 

1851 

■1 I'O 



VC) 

1852 .. 1 

402 



if« 

lH 5 ,i ' 

.5 fO 



4 -’ 4 

1854 . 1 




PC) 

185.5 i 

, 5 i -7 



4 S -0 

1856 .. 1 

0 .p 7 



5H.0 

1857 .. 1 

72-6 



6i-2 


* Tlie following Ublc gives some representative figures; 
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18.40 

46 
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’ Statislical Ab'^lratt, j) O07 Against this iinist he set SUui- 
wood’s as,sertion (li. p, 9a) tliat “ tlte new tantl pr.ictieally ruined 
the wsollen industry, which had revived and heeoinc fairly 
flourishing under the j>roteeti«n it rei eived under the Act of 
Bollcs (ii. pp. 450-7) shares tl|is view, but both writers 
that one of the chief difSculties r t the woollen manufacturers was 
the high duties imposed on raw wool. 

* Foreign Commerce and Navigalton of the Untied Slates, 1908, 
pp. 40-1. 
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It will be observed that from 1850 onward^here was 
thus, as regards ordinary merchandise, a relatively large 
preponderance of imports over exports, but this was 
counterbalanced by the' great export of gold^ after the 
discovery of tlie Californian mines. In 1848 the gold 
produced in tlu' United States was valileel, at about 
$10,000,000; it lose to $40,000,000 pr tlie following 
year, and then steadily to $(>4,000,000 in 1853. It may 
be remarked that manufaetuit il goods ready lor con¬ 
sumption eonsliliited 55 per cent, of the total imports 
in 1850, and 56 5 per cent, in i8ho, they formed, on the 
other hand, only 127 per cent, of the exports in the 
former year, and 11-4 per cent, in the latter year. In 
spite of the lower rates of duty the customs revenue, 
which under the tariff of 1842 had reached the sum of 
$27,500,000, now increaserl by 1856 to $64,000,000. 

Contemporaiy with’ this great economic devdopment 
—at once a cause and a conseqiu nce ol it—there was a 
rapid growth of means of transport. In 1840 there 
were 2,818 miles of railway in the United States; in 
1850, y,02l miles; and in i860, 30,635 miles. The net 
tonnage of the shipping registered in the United States 
in each of these years is shown in the following table:* 
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It is extremely dUhcult to form anything approaching 
an estimate of the inlluence of the tariff of 1846 upon the 
egonomic development thus briefly outlined; the opinions 
of Anicrican authorities on^tlic subject differ with the 

• Statistical Abstract, igoS, p. 702. Ves.sels engaged In the whale 
fisheries are classed with those in fore.^n trade; vessels engaged in 
the cod and mackerel fuslicries with those in the coastwise trade. 
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general afiitude of the miters towards the whole ques¬ 
tion of Protection and Free Trade. The critics of the 
tariff legislation of 1846 cannot profess that it did more 
than slightly retard the indtr^trial p^x>gre^s of the United 
States; wiiiKt itN wannest supiiorters do not pretend 
that it did inueh to hast, n tlie ilevelopnient. In fact, 
its effect in either diuition was piobably only small; 
the United Slatis wue jii'-t bi ginning to exjtloit their 
great and varud lesoiiiei and tlie nioveiiieiil ol eeonomic 
development as a wlmle was snini lently strong (what¬ 
ever might lie the case with isolated industries) to be 
practically miaifeeteil by taiiff e na< tnu ntsd 

* “The woiulerful leeoliition wliuli was (aUing |il.iie in ( oin- 
incrcc anil ill Instoiy mala s il im|H>ssil)lc to m iali/r Ikhii tins 
cxperioiKC as lo liic elk it ol ini|'oii diilus ii|mim nunuinic 
ilcvclo]'nu nt. \iiy lila ly inospci ily would lia\'e' tollowrd iiniler 
any system ol revenue laws” (Dewey, [>. Cy laussig, 

j)j). 1 1O-2J. 



CHAPTl'K IV 


WAR TAXATION AND ITS RETENTION FOR 
PROTECTIVE PURPOSES 


At intervals during a period of eleven years after the 
passage of the Tariff Act of 1846, suggestions were made 
from time to time, first by the Whig Presidents, Taylor 
and Fillmore (1849-1853), for a revision of the tariff 
in order to increase the protection given to manufac¬ 
turers; but their recommendations remained unheeded) 
and when a change was at last made it was in the opposite 
direction. The Democratic successor of Fillmore, Pierce 
(1853-1857), repeatedly urged the reduction of the tariff 
duties on the ground that the Treasury was in possession 
of a surplus. But partly because of the party confusion 
caused by the break-up of the Democrats and the forma¬ 
tion of the new Republican party, composed of the old 
Whigs and some of the Democrats, and partly because 
of the growing concentration of public interest on the 
slavery question, nothing was done until 1857. In that 
year an Act was passed, providing for a reduction of 
20 or 25 per cent, all round on the rates of duty levied 
by the Act of 1846; the highest protective duty hence¬ 
forward was to be 24 per cent, ad valorem (except for 
a few special cases, such as wines and spirit.s), and the 
general level was lower than in any period since 1816.^ 

• Mayo-Smith and Scligman, p. 10. The two highest rates were 
reduced from 100 per cent, (spirits) and 40 per cent, (wines) to 
32 .per cent, ad valorem each; the 30 per cent, duties (sn such 
anicles as manufactures of copper, brass, lead, iron and steel, glass 
and leather, and some cotton an^d woollen goods) to 24 per cent.,* 
the 25 per cent, duties (on ce^ain manufactures of cotton and 
silk) to 19 per cent.; tlie 20 per cent, duties (on such articles as 
barley, blankets, candles, linen, certain woollen and cotton mann- 
factures, and window glass) to 15 per cent.; and so on. 

176 
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The free JTst was extended, mainly for raw materials 
and including particularly the cheaper kinds of, wool. 
The Act appears to have attracted very little public 
attention; no one was specially hostile to it, and the 
woollen manufacturers wei e anxious to secure the cheapen¬ 
ing of their raw materials.' I'ul it was somewhat 
unfortunate for the suppoiters of Free Trade that the 
passage of the Art, which ledneed the duties to the 
lowest point they had la.iehed for almost half a ce ntury, 
should have been followed almost immediately by a 
considerable financial crisis. Theie is no evidence (hat 
tlris was connected in any way with tlu- taiiff legislation, 
though some politicians suhsecpiently alleged that the 
effect of the rcdiK'tions of 1846 was now fust felt, because 
had the old protective policy been maintained the crisis 
of 1857 would have been greatly mitigated.'* The 
disasters of 1857 weie, in fact, of a familiar kind; they 
were the result of the ovcr-conlidence aiising from a 
long period of prosperity, from the consequent growth of 
speculation, the undue development of railways followed 
by a decline in the value of railway stocks, and from 
excessive importations; and they were intensified by an 
unsatisfactory banking system and the exaggerated issue 
of unsecured paper money. The crisis came suddenly; 
it affected the mei chants and bankers rather than the 
manufacturers; and there is nothing to show lifat it 
seriously hindered, even for a time, the industrial pi'ogress 
of the country. There was an abrupt fall in the imports 
for home consumption, 110m a value of 64-5 million 
pounds in 185O-7 to 50-6 million pounds in 1857-8; 

‘ Sjxiaking of the woollen manufactures, Stanwoocl (ii. p. 109) 
has a curious phrase: “ The situation jircy (lusly existing was in¬ 
tolerable. ... In the prevailing stall orpubfu. opinion—nwilo 
tip of active hostility to Protection m the southern half of the 
Countr)fc,an(lof indiik-rencc in the northern half, where the slavery 
question absorbed jxipular inl^est and left room for the considc^- 
uon of no other business questions—they were lioixiless of olttain- 
iag even a hearing uiion the merits of the tariff controversy. 
They therefore asked for and ultimately secured iwcA a measure 
of protection as was afforded by cheaper raw material.” 

. ■ So J. G. Blaine, quoted by Dewey, p. 204. • 



178 WAR TAXATION AND ITS RETENTION 

and the customs revenue declined consequen^y by one- 
third. The result was that the Treasury found itself 
again faced with a deficit, wliich continued for some 
time, and which it could not entirely meet oven by means 
of loans. 

The financial needs of the Government revived the 
protectionist movement, but action w.^s delayed for a 
time by the complications of party politics. At the 
election of November, 185b, the Democratic candidate, 
Duchanan, had beem elected to the Presidency, and the 
Democratic party was openly oppo-^ed to Protection. 
TJic new Kepubhean party was for a time uncertain; it 
contained a number of ex-Deinocrats, and it was unsafe 
at first to alienate these by a strenuous advocacy of 
Protection, whilst, on the other hand, only such definite 
advocacy could secure the support of the great state of 
Pennsylvania and some other Middle States, whose action 
would probably be decisive at the next election. But 
by i860 the advocates of the extension of the slave 
power had become so identified with the Free Traders, 
and the Republican party was so well united, that its 
leaders thought it safe to avow that " wlfile providing 
rev'enue for the support of the general Government by 
duties upon imports, sound policy requires such an 
adjustment of these imposts as to encourage the develop¬ 
ment vl the industrial interests of the whole country; 
and we commemd that p(jlicy of national exchanges 
which secures to the working men liberal wages, to 
agriculture remunerating prices, to mechanics and manu¬ 
facturers an adeejuate reward foi their skill, labour, and 
enterprise, and to the nation commercial prosperity and 
independence.” The Republicans controlled the House 
of Representatives which met in December, 1859, and 
therefore Morrill introduced in March of the following 
yc^qr the Tariff Act, which has since been known "by his 
nam?,. In theory it w'as an Act for revenue purposes 
only, and was to provide ia remedy for the growing 
deficits, which amounted altogether to more than 
10 million pounds for the years 1858-60; and it pro- 
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fessed to ?estore duties to the rates of 1846. It en¬ 
countered considcrabltK difficulties, particularly in the 
Senate, whore then' was a I)( niorratic luajoiity, and 
the only iHcaine elear f(ir it wlun at the end 

of i860 till' scci'^sKui ol llu' .^oiillii'i 11 which 

followed clo-clx (111 the elei iH'ii ol LiiK olii to llic 
Pn.'sidency, had willidi.iwn a niinilni ol I )ei nor ratio 
Senators, and t^ix'eii the ( ontrol of that House also to 
the Kepuhlicaiis. 

The new taiiff, which <'anie into foue in March, 1861, 
Was characteiiscd chully by the incicascd piotcction 
W'hich it gav(' to tlic nianufac tuu rs ot iioii and steel 
and of woollen /tijods, and to the growcis of wool; thi'se 
industries being (specially favoured in an attempt to 
capture the votes of Pennsylvania and the west for the 
Republican party. The rates of duty on iron and steel 
goods had been reduced to 24 per cent- ud valorem by 
the Act of 1857; they were now changed into varying 
specific duties, ranging from ?6 a ton in the case of 
pig-iron, to ?i5 to S20 a ton hw iron rails, and to a 
combined specific and ad valoron rate (ij to 2^ cents 
plus 15 per cent ad valorem per lb.) in the case of steel— 
changes wdiich involved a considerable increase. As 
regards w'ool and iiianufactuies thereof, a complicated 
system was introduced; wool costing less tlian 18 cents 
a lb. was to pay a duty of 5 per cent, ad valorem , WtWn 
costing 18 to 24 cents it was to pay 3 cents a lb., and 
when above that value i) ce nts a*lb. Woollen yarns and 
other manufae lures in tin ir •turn weie given ad valorem 
rates of 15 to 23 and 25 per cent, respef tively, with 
an additional “ conipe nsaling ” duty in e;ich case of 
12 cents a lb. In the case of a number of other com¬ 
modities specilic rates ware substituted for the ad valorem 
rates hitherto in force, and the g( neral effect of the 
changae was to raise the rates above the level of 184^.^ 
But in spite of tlie incrcas^d^rotection which it afforded, 

* 

* Comparative summary tables of this and other tariffs are given 
by Mayo-Smith and Sehgman, pp. 6f>-T2. 
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the general body of manufacturers cared lillle for th,e 
new tariff.* 

That tariff was short-lived; the Civil War commenced, 
and Congress found itself compelled to enter on a course 
of extraordinary financial legislation in order to meet 
the tremendous expendilme which the struggle involved. 
In August and December, i86i, duties wen.' imposed on 
many artichis hitherto free, and the rates on a number 
of commodities, such as tea, coffee, sugar, hemp, hides, 
rubber, silk, sjiices, and a few others, were largely in¬ 
creased. In the following year financial needs com¬ 
pelled Congress to have recourse to internal taxation, 
and the imposition of specific duties on some home 
manufactures, such as iron and steel, paper and leather, 
and ad valorem duties on inost others; a general income 
tax was also established. Partly in order to raise further 
supplies of money, and partly to compensate the manu¬ 
facturers for the burdens which the new internal taxes 
imposed upon them, the Customs Act of July, 1862, 
again increased duties gcmcrally, raising them to an 
average of 37 per cent.* The free list established by the 
Morrill Tariff of 1861 was cut down by nearly one-half. 
But this was not the end; after some small additions, 
the culmination was reached in the Act of June, 1864, 
which was accompanied by an Internal Revenue Act, 
creatfug twenty-two new kinds of taxes—" a system of 
taxation more comprehensive, more burdensome and 
more confused than it has ever been the lot of any other 
civilised community to bear —and the issue of a huge 
loan. The Customs Act raised the average duty to 
47 per cent., and enumerated 1,450 separate articles; it 

‘ Mr. Morrill is re^;orted to have said iater tliat the tariff of 
1861 " was not asked for, and but coldly welcomed, by manu¬ 
facturers, who always and justly fear instability ” (Taussig, p. 160), 

• Mayo-Smith and Scligman, p. 12. " If wo bleed manufac-,, 

ttirers we must see to it that the proiier tonic is administered at 
the.same time ” (Morrill, quoted, by Taussig, p 162). The duties 
on imports were required to paid in specie, whilst internal 
taxes were paid in the rapidly depreciating paper currency of the 
United States (Bolles, iii p. 186). 

• Mayo-Smith-and Scligman, p. 13. 



S/A S/VMHIJIil AVAVWAXAA^ A StTA^AS/ A 


AWA 


iiicreased -^he customs revenue from about aa million 
pounds in 1863-4 to nearly double that amount in 1864-5.* 
The difficulties arising from the heavy burden of taxation 
were increased enormously by the rapid rise of prices, 
due in pan to the depreciation of the inconvertible paper 
currency, which reached its lowest point in the last six 
months of 1864, when the average gold price of 100 dollars 
in currency was only about 43 dollars. Average prices 
rose 117 per cent, between i860 and 1865, and money 
wages rose only 43 per cent.'"* 

Unfortunately the manufacttirers desirous of protec¬ 
tion found their opportunity in the diilicultii's of the 
Government. It is tiue that they could reasonably 
claim some compensation for the heavy burdens'laid 
upon them by the system of internal taxation which had 
been adopted, but they went much further than this.® 
They seemed an almost unlimited protection, and their 
action and the general effect of the war tariff on the 
United States arc thus described by two of the ablest 
economists of that country: ''The tariff of 1864 is the 
real war tariff, and the basis of the present tariff. While 
the main reasons of its passage were without doubt the 
need of increased revenue for tlie Government and the 
desire to compensate the vario\is interests for the burdens 
imposed on them b}' the internal revenue, it is undeniable 

‘ The following table shows the movement of Imports'Tor 
domestic consumption and exports of United States produce from 
1861 to 1866. Tile Civil War began in^pnl, i86i, and ended with 
the surrender of General Lee at Appomattox in Apnl, 18O5: 
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Juiie 30, 
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62-7 

29-9 

1865 .. 

4 V 7 

28-5 
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88-2 

* 


• 

___J 


—British and Foreign Trade and f^duslry, iiyM), p. O.p 

* Dewey, pp. 293-4. 

• "The Bifl (of 186^) IS full of examples of their prowess *’ 
(Stanwood, ii. p. 129). 
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that its final shape was largely ovsHing to the ttndeavours 
of the protected manufacturers to gain each for himself 
the greatest possible advantage irrespective of the other’s 
interests. Above all, the habits engendered during this 
period of comprehensive protection to everything led to 
a crystallisation ol the sentnneiit in favour of national 
exelusion anil isolation. The commercial policy of the 
United States lor many decade's was moulded by the 
feelings and habits geniraled during this period of the 
Civil War. Henceforth the inoveineut in favour of high 
protection, which still in great part dominates the 
American peo])le, was to become the leailmg feature in 
the commercial and political life of the country. What 
was in its origin a mere temporary expedient called forth 
by the exigencies of a great military struggle was to 
become a permanent institution."^ 

For a number of years after the close of the Civil War 
the tariff policy of the United States remained absolutely 
unchanged in its general character. The effects of the 
war had been bad enough in the North, but they yirerc 
far worse in the South. In the states wliich had re¬ 
mained loyal to the Federal Government there had been 
indeed a terribly heavy burden of taxation, but to some 
extent compensation had been found for this in the 
growth of manufactures, which had resulted from the 
-demand for military supplies and had been fostered 
by the high protective duties imposed by the war tariffs. 
But, on the contraiy,'thc Southern states, dependent 
on the sale of their produce m foreign markets, had found 
their export trade destroyed by the rigorous blockading 
of their ports by the Federal Navy, and had practically 
riu manufactu.o' capable of development; moreover, as 
they had relatively but a small population‘s and were 
compelled to maintain very large armies, there had been 
little labour left available for agriculture or industry. 

‘ Mayo-Smith and Seligm.'in,.pp. 13-14. 

* The total population, wldle and black, of the Confederate 
States was about 0 millions (two-thirds being whites); the popu¬ 
lation of the Federal States was over 2i millions, less than 
I million being negroes. 
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This, couf^ed with a system of taxation even more 
oppressive than that employed in the North, had brought 
the South almost to complete economic ruin. ‘Now, 
after the war was ended, tlie newly conlirmed Union 
found itself confronted with an ixtremely luavy debt 
for that period in the woild's liistory (nearly ()oo Inillion 
pounds), and a gieally thpreeialed cuireney (owing to 
the large anioums of inconvei tible pa]>er money issued 
by both sides eluting the conihet), IIk' gieal ravages 
caused by inilitarv ojier.itions, paitieul.iily 111 the .‘south, 
had to be made good; and the old slave -.(alt's had the 
diliicult problem of leplaeing slave by fiee labour, at 
the time when they weu; Jinaneially least able (o do so. 

The most urgent task was linanei.d leoiganisation, 
but it was undertaken only gradually, and in a one¬ 
sided manner; the tariff ii'inained for sonu- years un- 
touclied in most n'speets. Toi the delay, thiee reasons 
may be assigned.' There was first (lu com en(ration of 
the attention of Congiess on the problem of politiial 
reconsti uotion. The I’lesident, Andrew Johnson, was 
inclini'd to follow in (he treatment of the Soulheni state.s 
the liberal policy of his piedicessor, laiHoln Uiit he 
possessed neither the power nor the jiidgiiH nt of Lincoln; 
and, moreover, he was a Southerner, and t'’ough a 
strenuous smiporter of the Union, imhmd to hold the 
doctrine of state rights. The trium])hant Rej)'’i'.';t,^i,u 
party of the North woiihl have nothing to do with the 
President’s eoncihatoiy policy; il, mi ant (o n-.e its jiower 
to the utmost, and adopbd Jhe theory that it could do 
what il liked m the rei onstrui lion of (he Southern 
states, and could, so far as they were (one' ined, suspend 
the Federal ('.onstitiition ind' Imitely. Hi,. 

and methods aitually' adopted by Ongn ss we are not 
concerned here; it is necessary only to jxunt out that it 
was lujt until (he beginning of 1H71 that all the states 
of the Union were once more represented in (,'ongrel’s, 
and that during the four yeltvs of Johnson’s Presidelicy 
(1865-9) there wa-, an incesamt lonfliet between the 
> Mayo-Sniilli and Seliginaii. lip it 15 
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President and the Legislature, which absorb^ti the ener« 
gics of both parties.^ The second reason was the desire 
to got rid as quickly as possible of the internal taxes, 
always peculiarly repugnant to Americans, and especially 
the income-tax. These constituted burdens \l/hich were 
severely felt by eveiyonc, and felt directly, and they 
undoubtedly hampered industry in every conceivable way. 
It was therefore decided to remove them as quickly as 
possible, and by a series of Acts between 1867 and 1872 
all were swept away except the excise on beer and spirits, 
and duties on matches, patent medicines and a few other 
commodities. The heavy impent duties had been im¬ 
posed, professedly at least, in part to compensate the 
manufacturers for the burden of the iiiteinal taxes, and 
theoretically, therelorc, either the war surtaxes on 
imports should have been abolished at the same time as 
the internal war taxes, or, il hnancial considerations 
made that impossible', there should have been a simul¬ 
taneous pailial leeluctiun of both classes. But the desire 
to get rid e)l the; internal taxes was t(;o strong; it there¬ 
fore became necessary to maintain the import duties at 
a high level in older to meet the heavy cost of govern-' 
ment, to prepare the way for the resumption of specie 
payments, and to reduce the debt as rapidly as possible. 
This retention of duties at the high existing level coincided 
wTRrtlle desires of the manufacturers, who nourished (or 
thought they llourisheel) as the result of the protection 
afforded them, and cotild urge with some justice that 
there were a number of indtistnes which had been called 
into e.xistence only by the high tariff and the war, and 
must collapse' if protection were withdrawn. Tliis was 
the’Tlurd* aiici ifoc’east potent re'ason: the country seems 
to have made up i’ts mind without much difliculty that 
for a time at least the extreme protective system must 
be maintained, and even in some cases increased.^ - 

’"See Wilson, pp 25.1-72. 

• ‘‘ The whole industry of tl.B' country gradually adapted itselB 
to the existeiuc of the high tariff, and the people soon became 
convinced of the advantages of a policy of commercial stability .... ‘ _ 
Just as the country had accommodated itself to the so-called 
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In 1867'a Bill was introduced, prepared by a newly 
appointed Special Commissioner of the Ri;venuev and 
supported by the Secretary of the Treasury, which pro¬ 
posed to r,educe Mibstantially the rates of duty oji raw 
material—lumber, d\'es, coal, liax and otJiers—and to 
reduce slightly the lates in respect of inajiulacturcd 
goods. The Bill secured a niajoiitN' in both Houses of 
the Legislature, but it did not pass, owing to the failure 
to obtain the two-thirds majority in the House of Repre¬ 
sentatives necessary to uveicoine certain ti i hnical difli- 
culties. The atteiiijU to reduce the rati s of duties thas 
failed, and no further effort was made until i'S7o; whilst, 
on the contrary, two Acts were passed with the ojiposite 
effect. The liist of these was the Woollens Act of 1867. 
During the war there had been a considerable develop¬ 
ment of the manufacture of woollen goods, owing jiartly 
to the practical cessation of the manufacture of cottons, 
and partly to the great tleinand lor clothing lor the 
Federal troops. With the return of peace, these ab¬ 
normal conditions passed away, and the woollen manu¬ 
facturers found themselves in face of a crisis. They 
began, therefoie, .is early as 1865, to bung pressure 
upon the Government, and they were skilful enough to 
make it appe.ar that the growers of wool were in agree¬ 
ment with them. They succeeded in obtaining in the 
new Woollens Act an extension of the so-called “ com¬ 
pensation system,” which had been adopted foi the first 
time in the Morrill Taiiff o^f i8()i.^ The plan which 
had then been adopted was simply this iheie was a 
specific duty imposed on wool, and it was tin reforo 
thought necessary to give the manufacturers in -.i/tdition 

Free Trade policy of the period so now ag.nn llic ten- 

deniw seemed to lie aver.s<- to any sudden iharige ” {.Mayo-Smith 
and Scligman, p 15) " Tho country at largo, and csjm < ially those 

K rts oftt in which the [iroteclcd industries were < oiiccntrateS, 
gan to look on the existing sCige of things a.s iKi rnai ent. The 
extreme protective system, wluclr.’cad hceii at fust a toniporafy 
(expedient for aiding in the struggle lor the Union, adojiled hastily 
and without any thought of dchljcration, gr.idu.dly became 
accepted as a permanent institution ” (Taussig, 1 174). 

* Taussig, pp. 195 seq. 
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to the ad valorem duty wliich was intend^ to afford 
them, protection, a specific duty to compensate them for 
the duty on raw wool, and the consequent increase in 
price of their raw material.* Tlu; duties .so imposed 
under the Morrill Act had, like all others, been increased 
during the war, and the manufacturers noy' asked for 
and obtained a still further advance of nearly lOO per 
cent, in the actual amount of the duties, thougli this was 
to some extent concealed by an elaborate reclassification. 
The manufacturers got more than the amount of com¬ 
pensation which tlu y might perhaps have justly claimed) 
they benefited by the Woollens Act more than the 
growers of wool, yet it did not yield them anything like 
the results which th( y expectixl. “ I he V\k»ol and 
Woollens Act of iSfi; was designed expressly to make 
possible the production at a profit of goods from the 
wool Idire. It did not effect that object, nor did it 
accomplish that which was equally its object—the 
growing of wool at a profit. On the contrary, wool 
declined in price, and the manufacture of wool was 
greatly depressed. ... It is not possible to doubt that 
the price of woollen and woisted goods must be enhanced 
so long as a duty is laid upon wools which are not pro¬ 
duced m this country and which aic yet necessary for 
n^iyin e with the domestic Wool. This is but to state a 
fact, and not to pronounce a judgment upon the ex¬ 
pediency of the system. It is a consequence of the 
enhanced jince that the consumption of woollen goods 
has nevei had, and oannof have, an expansion like that 
which has taken place in cotton, in sugar, in iron, and 
in^ninnv' other articles. Wool and wMolhms arc always 
the strongest ai'^uments of the Free Trader, and the 
most dilticult to answer.”^ 

(• > Thus tlicdulyon the cheaper wool was 3 cents per lb., and 
it was estimated that four lbs of wool were rcipured for each 
it/' of cloth , theiefore the com;.ensating duty inuxised on each lb. 
of cloth imported was 12 n^its (the tlioory being that this put 
the manutai tuiei 111 (he same jiosilioii over against foieign com¬ 
petition as it he ictcived the wool duty fieo), and 25 tkt cent, ad 
valorem for aettial protection. ^ Stanwood, li. p. 169. 
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Similar xxdvances were ma<le by the C-opper Act of 
l86<). The duty on coj>peT ore Ix'fore the wai had Ixcn 
only 5 jxr cent, ad valorou, and on eojiper bars and 
ingots only 2i cents per lb., but in the I.ile sixties the 
copper nmies of the Lake Sujierior distiict were pro¬ 
ducing so largelj' that the price of coppir fell rapidly, 
and the niine-owneis began an agitation for llu' increase 
of the import duties. Kaily m iNbo llie duty on copper 
ore was made specilic, and inerea'-ed to something 
between 35 per cant, and jo pei cent, ad vainn'Di, whilst 
the duty on copper bars was doubled. 'Ihe llill was 
vetoed by the President, but was passed in spite of him, 
and incidentally had the effect of closing a number of 
smelting-works at Po.^ton and llaltimore, which bad Ixen 
engaged in the siiK'lting of imported ores. At the same 
time, the price of home-produced copper in the United 
States was raised.' Some other increases of duty Were 
the substitution of specific for ad valorem duties on steel 
rails in 1870—a change which made the duty heavier, 
as prices fell after about 1873, on inarbK- al-o by the 
Act of 1870; on nickel, for which the lates wen- doubled 
in the same year, and eviii on such an imjioitant raw 
material as fla.x. 

Yet gradually the necessity for some ( hanges in the 
opposite direction was making ilsilf felt, and the feeling 
in favour of n form was strengthened by the jk i.tiaiCnt 
advocacy of the Commissioner of Revenui', Mi. Wells. 
In 1870 the first step was taken,*but the reductions then 
made were confined almc .t iJntin ly to the non-[)rolectcd 
commodities. That is to say, the duties on such revenue 
articles as tea, coffee, cocoa, sugar, sjiices, and wines 
were lowered; there was also an addit^' ■, m me nee list 
of 130 .articles, childly raw materials and foodstuffs.^ 
The only really protectivi duty reduced was that on 
pig-iron, by aliout 22 per cent., and, as we have segn, 
some duties on flax, marble^ nickel, and stei 1 rails v^'cre 
increased. The net effect W'a* a partial mitigation of the 
tariff, but an increase of the finaticial dependence of the 
* Taussig, pp. aao-i. * Slanwoud, li. p. 173 
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Federal Government on the strictly protective duties as 
a source of revenue. The feeling in favour of tariff re* 
dnctiftn steadily increased, especially amongst the farmers, 
who were dissatislied with the manner in which Congress 
seemed to legard only the interests of the manufacturers, 
and were forming in the West the political association 
of the " P.itrons of Hn^xindry,” or “jLiiangers.” The 
movement was aided by the condition of the finances; 
the lixeheipier leccnue from customs rose from about 
41 million ijound'. in itSbij- 70 to over 45 millions in 1871-2 
and the surplus n. venue exceeded the amount required 
for the Sinking Fund. The Protectionists in Congress 
came to the conclusion that it was desirable to give way 
to some extent, and they resolved to continue the policy 
of 1870. Tin y accepted a Hill introduced in the Senate 
in 1872, which made a reduction of 10 per cent, on cotton, 
wool, woollens, metals, paper, glass, and leather manu¬ 
factures, ‘ and also lowered the duties on coal and steel. 
Hut they added to this a reduction of the customs and 
excises on whi'^-ky ami tobacco, and the abolition of the 
duties on tea and coffee.* Whibt apparently a con¬ 
cession to Free Trade, the new Act really strengthened 
the position of Protection; its authors had gratified the 
general desire for a reduction of taxation, but they had 
done this particularly in regard to internal duties and 
wliCT^uay be called " bieakfast-table ta.xes”; and con¬ 
sequently, as in 1870, they had made the country still 
more dejiendi nt for Federal revenue upon the purely 
protective duties. They believed quite correctly that 
should it become necessary to raise more revenue, it 
would be easier for them to increase the protective duties 
Vi." Fn ovTraders to re-establish revenue taxes.® 

> A method known as the " horizontal ’’ reduction of duties. 

* Mayo-Sniith and Seligman, p. 19 Cf. Taussig, pp. 184-9. 

3 ‘‘ The removal of the tea and coffee duties in 1872 se*/ea to 
fixh'or a long tune the character of onr legislation on the revenue 
artifijes of which they are the tyjp;. Step by step, in the various 
Tariff Acts jiasscd since the war.iall the non-protcctivc duties liave 
been swept away. By far the most important recent legislation 
in this direction was tile removal of the duties on sugar in the Act 
of 1S90, a change which, like the removal of the tea and co0ee 
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“the accuracy of their calculations was soon to be proved. 
In 1873 there were grave coinniercial dilliculties in the 
United States—part of the almost universal crisis of (hat 
year.* Imports, wliicli had ri^en rapidly from 1870 
onwards*fell (piic kly, and m) did (lie eud"ms n-venue 
in consequence. The following (able gixc". (he figures 
of United States foreign (r.ide fioin 1.S70 (<> 1875.“ It 
must be remembered that m 1.^7^ and i''^73 pi ux's were 
much intlab'd, 
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The fall in ilie eiplono u vniiie g.ive (lie K*'publicans 
their opprnlinnly,' and ihni a<(ioii wa-, liaM< ne<l by 

duties in i.Sya, eiugli.isisul llic <U iiTmiii.itioii of llicPiotio Uoiiisls 
to give up till- siinpk'.st .iml siui-st soiin cs of n‘\ I'lim- i .Ohor than 
yield an at),il( )iu n 1 of llic proU i-tive ilulu s ” (I .oisMir, )ip .. ' <j). 

I " III the thiili-il States the plK-nomen.i .iiiti i ( d. ul to the > tisis 
wore cnumei,lied .0 the tunc to he, 'a use of jniic',. j<real pros- 
jrcrity, large profits. Ingh w.iges, atnl strifo. foi higlier; largo 
jmjwrtatioiis, a i.iiKvay niaiiM» ixpandid (ledit. overtrading, 
over-buildiiig, and lugh Iniiig ' TIu < iiMs h<-)’aii on tin, 17th of 
September, 1^7 j, hy the f.uhire of a 1 ornp.uati'.i K nniin]>orlant 
railway coinjianv By the 2<Hh Iwmity Ijaulort, house:-; (.ailed ” 
(WelLs, Recent I H<lH'<tri<it CJKin^(;\, \i <,) ^ ,..."7 

* Britiih unit I'riieicn Tr>ide and /ntluitr'' dutoi), p. ll W.Tfi 
not until I, SOS iliat tlie AnieiHaii n turns of foieign ti.idc were 

S ut on a really satisfaetoiy basis, .ns a result of the elforts of 
[r. Wells aivl (feneial Walker, the well-known Aiiii rn .111' jcono- 
mi't.* Sec Worthington hold’s article 011 “ I'lnain ial T^ritf 
Comparisona " m the I’-ililuM Science Quartcrlv, vol xiii No. 3 . 

* Thew could ixniit to the (.It; til.It the (.ustorri.. revculi/* a 
result of tile legislation of i S7,j, h.vil fallen from 1 million jiounds 
in 1871-3, to 3( millions 111 1S7.:-p m spite of tin nn reased value 
of imports in the Latter year, and that the snbse'iiicnt decline in 
imports liad acccntuatccl the loss of revenue. • 
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the fact that their long tenure of absolute ^ower was 
comiijg to an end. The country had been growing more 
and more dissatisfied with the unsatisfactory results of 
(jeni'ial (iiant’s second Presidency, and the R('publicans 
were discreditc'd by a number of legislative and adminis¬ 
trative scandals.^ It was clear that the new Congress 
would have a strong Democratic majority in the House 
of Representatives, and the Republicans resolved to 
make the most of the shoit time left to them. In 
February, 1875, they carried an Act which repealed the 
“ horizontal ” reduction made in 187^, and increased the 
duty on molasses, sugar, tobacco, and spirits. The Act 
passed without very great dilliculty, though the President 
and his Secretary of the Treasury were both in favour 
of the re-establishment of the revenue duties on tea and 
coffee. The result, then, was simply a return to the 
high war rates with such additions as had lx;en made in 
1867, 18O1), and 1870. In criticism of the proceeding 
it is only necessary to quote the judgment of the most 
recent historian, himself a strong advocate of the prin¬ 
ciple of Piotection. Of the Republicans he writes: 
“ When they weri' forced to give up the control of the 
lower llousi' of Congress, and thus to surrender the power 
to initiate revenue legislation, they signalised their last 
day of unlimited authority by restoring the duties levied 
for purposes of protection to the giddy height they had 
attained when war’s terrible greed of money insured a 
favourable response to' every request manufacturers 
might make for higher rates'. ... As a political move 
the passage of the Act seems ill-judged. ... It divided 
men into two parties of extremists, at a time when 
inooefate “coun'sT^, would have produced a reasonable 
tariff system that might have stoorl unchanged for 
several years. At almost every succeeding period of 
Cor4gressional or Piesidential plection until 1896’ the 
tarjff was an issiu' in the canwiss, to the great disturbance 
and distress of business, anti during the short period of 
fourteen years, fiom i88q to 1897, there were four com- 
‘ Wilson, pp. 281-3. 
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plete revisions of the tariff. It \Vould not bo fair to 
lay all the uncertainty and an.xicly which the agitation 
produced to the cliaige of the K<'|uil)Iicans in the forty- 
second Congress. I 5 ut it is <eilain tlial tliey had more 
regard for the interests of tlii' moment th.m a statesman¬ 
like foresipht of the ec'nsecjiieiKas ol tiuii eager grasp 
at a vanishing oj jioitumty.’ ' 

‘ Sl.uuvoon, n p 0)1 



CHAPTER V 


POLITICAL PARTIES AND THE TARIFF- 
ECONOMIC PROGRESS OF THE UNITED STATES 

TO 1890 


The Act of 1875 was followed by a lull in tariff legis¬ 
lation which lasted, in spite of one or two attempts at 
renewed activity, for eight years. Towards the end of 
that period Ihe country had recovered from the acute 
commercial dei)ressiun which had followed the disasters 
of 1873; the Government found itself able to resume 
specie payments in i87(); the Soiithern states were 
rapidly adjusting themselvi's to their new economic 
conditions; manufactures had greatly increased, if not 
so rapidly as during the war period, yet to an extent 
altogether satisfactory when the retarding effect of the 
commercial disorders is taken into account.^ After some 
years of quietude, there w'as a marked revival of foreign 
trade; there was a great advance of exports in 1880 and 
1881 (the advance being chielly in agricultural produce, 
partly as a result of the e.xtension of the trans-continental 
railway system of the United State-'); whilst imports 
made a great upward bound in the same years and in 
j 882. The increa se of customs revenue gave the Treasury 

‘ The census estimates of the value of the manufactured pro¬ 
ducts of the United States are: i860, 1,885 rnilhon dollars; 1870, 
4,332 million dollars: 1880, 5,369 million dollars. It should be 
noted, however, that the increase between i8tk) and iSijo was 
solnewhat less, and the increase beuveen 1870 and 1880 somewhat 
ny^ce, than appiears from theseffigures: since the valuation was 
based in i860 and 1880 on a gdid currency, and in 1870 on a very 
unsatisfactory paper currenoy. The estimates themselves are 
by no means complete, but they are fairly indicative of the prCK 
gress made. 
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a surplus 'Cn i 88 i. The movement is shown in the 
following table } 
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The Demorratic party had pcrsisltndy advocated a 
reduction of the customs duties, .-md (he isiablisliincnt 
of a tariff for reveniK' purposes only, and now that in 
1880 and 1881, with the risi- of the customs rev('.nue 
from about 45 million ixmnd - in 1878-0 to ov( r 80 millions 
in 1879-80, the Treasury found itself again in jiossession 
of a surplus,^ it secnud to the Kepublieaiis, who still 
retained power, but saw signs of their a]iproa( hing fall,” 
desirabh; to make some confessions to the poimiai ff'cling 
in favour of a reduction of Federal revenue and a mitiga¬ 
tion of the high protf etive duties. Accordingly, in 1882 
a commission was appointed “ to take' into cffiisidfiration 
and to thoroughly investigate all the various questions 
relating to the agricubnial, commercial, mercantile, 
manufacturing, mining, and industrial interests of the 
United States, so far as the same may be^^negf ssg^jp* 

r BriHsh and Foreign Trade and Industry, if)oo, pp. O4-5, and 
Mayo-Smith and SdiKinan, j) 4H Tin nt is some small amountof 
duplication in the fiftli and sixth columns of the laMc. 

* Tl« debt was reduce<l from inillton dollars m 1870^10 

1,723 millions in iS.Sf), in the t*^o years 1878-80 tin; reduction was 
100 millions. I , 

• They had lost at ConKressioma elections, and they had very 
nearly lost the Presidential election of 187!). In 18H0 they had 
dono better, bnf it now seemed likely that they would lose their 

on the Executive Ckivernmcnt. 
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the establishment of a judicious tarifi, or aP revision of 
the c^fisting tariff, upon a scale of justice to all interests.”^ 
The composition of the commission did not encourage 
any hope of appreciable reform in the direction of Free 
Trade its memlM'is, or some of them at least, seem to 
have interpreted their instructions to mean simply that 
they were to make such modiiications of the existing 
duties as w'ould be likely to remove some part of the 
public hostility without in fact affecting the protective 
character of the tariff. The commission, nevertheless, 
admitted in its report " that a substantial reduction of 
tariff duties was demanded, not by a mere indiscriminate 
popular clamour, but by the best conservative opinion 
of the country, including that which has in former times 
been most strenuous for the preservation of our national 
industrial defenees,”^ 15 y the end ot the year the com- 
inittee felt itself able to report, and legislation was com¬ 
menced on the lines which it indicated. The new Tariff 
Act became law in March, 1S83, after the House of 
Representatives, with its strong protectionist majority 
(including a number of Democrats), had made consider¬ 
able alterations in the Bill as passed by the Senate, 
where it was first introduced.'* It was therefore not 
approved by all the Republicans, but those who dis¬ 
approved would not vote ag.unst it. 

In a numlx’i- ol instances the rates of duty were reduced. 
In the case of raw wool, hitherto subject to a combined 
specific and ai valorem duty, the ad valorem portion 
was remitted—the effects being a real reduction on 
carpet wools, wliich were not produced in the United 


‘■yiiolcd mrsTarix.-ood, ii p. 203. 
> ^Fonr ■ • 


of the KtimiiissioiK'rs were thcniaolves perisonally or 
olficially iiiteiested iii irulustnes classe<l as piolcelcd All the 
commissioners, without exceplion, were facoiu.ihle to the prineiplc 
ol^l'roteelion " (Slanwood, u p 2op The i hairman w>is tho 
Secretary of tho most energetic protectionist association in tho 
cjmntry, tho National Associatioji of Wool Manufacturers. 

■ Quoted in Dewey, p .(it 

* The iiassage of the Ihll was aceompamed, and promoted, by 
tho usual complicated p.arhamentary mano'uvres and manipula¬ 
tion of rules (Sta.’iwood, 11. pp 207-1.S) 
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States at sill; a small reduction of little importance on 
the better kinds of ordinary wools; and the maintenance 
of a practically pioliihitive rate on the inferior grades. 
As a consequence of tliis n diictioii of duly on the im¬ 
ported i?iw nvaleiial, (lie " eoiupensating " s]>ecific part 
of the duty on woollen gooil-, was likewise ilitninished— 
somewhat moie^tlian piopoitionately, but in the case 
of the liner quahlus ol goods this leniusion was countcr- 
balancetl by an increase of (he aJ valon'tn lates. On the 
cheap kiiuls ol cotton goods (he d< i ri .ise ol duty was 
50 per cent , but tluse weie baldly inipoited into the 
United States at all, and weie actually ('.xjioiti'd on a 
consid'1 able si ale, silks weie laigily iinpoiteil, so the 
ad valorem rate was loweied only some i() pt 1 cent. On 
pig-iron the lale was low< ud vny slightly, fioni %y to 
$6'72 a ton. on st( cl rail -, on (he other hand, the reduc¬ 
tion was 40 ix'i cent, (fioin Sib to S17 ,i ton), though 
a fall of pines in twee n ibbi anel jb‘S7 (fpiivecl this 
change of much ol its force. Ollier leduetions of vary¬ 
ing (but ge iieially slight) de glees ol inipoitancc- were 
on maible’, nickel, and e.upper,* a leduction was made 
ferr iKirley at the re ejUe- t of file bleWels. 

None of these- e hanges were- e>f siilfie'ient value to 
secure a favourable rece-jition of the new taiiff by the 
advcjcatcs of fieer trade, whilst other .ilte-fations were 
of a nature to arouse.- their hostility There were a 
number of distinct advance.s rn the customs rates, and, 
as was peril.ips to lx < xjx < ti-d,*the; chief advantage was 
reaped by the weieelle-n eianTif.ie tuieis. Thu . the rate erf 
duty on dress geiod., wliii h have iie-vei been manufac¬ 
tured in any large projxatiem m the United States, was 
increased, in spite- of the tact that tlv eur ,;h|Avried 
wool was at the s.ime time lowe red; them/ valorem duty 
on the highe-r-value cl kinds of line clerlhs was also raised. 
On Ac best grade s of ceittern goods, such as einbroid’i^c.s 
and hosiery, there was aVi--^ of about 14 per cent, ‘fhe 
rates of duty on v.iimus tteel manufaf trues (chiSny 
machinery parts, sue h as lods and sliafts) were also 
' laussig. }))> iyvv)- 
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increased, as were those on quicksilver, and & nombeir of 
manufactures of brass, pewter, tin, and lead. The rate 
of duty on iron-ore was advanced from 20 per cent. 
ad valorem to 75 cents a ton (equivalent to about 35 per 
cent.).^ * 

The changes were then, on the wliole, of no great effect 
in cither direction.” The average duties collected were 
in 1882-3, 43’45 per cent, of the value of imported goods, 
and in 1883-4, 41-61 per cent. Practically nothing was 
changed, and so far the protectionist party might count 
the new tariff as yet another addition to their long list 
of victories. Some attempts were made in 1884 and 
1886 to renew the tariff discussion, and reduce duties, 
but without success, partly owing to the fact that people 
wore tiring of tlie constant changes, and partly because 
the Democratic party was by no means unanimous on 
the subject. A levolt of some of its members defeated 
the Moirisoii Bill of 1884, which proposed an average 
all-round reduction of 20 per cent., with the rates of 
duty of the Morrill Tariff of 1861 as the maximum. 
Consequently, in spite of the fact that the Democratic 
victory in the election of President Cleveland in Novem¬ 
ber, 1884, gave that party for the* first time since Buchanan 
left office, in 1861. the control of the E.xecutive Govern¬ 
ment, nothing was done during its four years of power. 
But in December, 1887, the President, in his annual 
message to Congress, declared uncompromisingly in 
favour of a very considoiable reduction of duties. After 
asserting that an increase irt the cost to the home con¬ 
sumer of all commodities, wherever produced, was a 
result of Protection, the President continued: " It is not 
propOSWfiTTWiirel}’ relieve the country of this taxation. 

1 Taussig, pp .13,1-S “As ,1 rule duties were advanced on 
protected articles of wluch iinpoitations continued in consider¬ 
able volume. The advaiue was by no means universal . but 
it was made in so large a number cf important cases as to give 
the Act a distinctly protectionist flavour.’’ 

" Although the changes 111 the rates of customs duties were 
numerous, few of them were large enough to work a perceptible 
alteration in the conditions under which either commerce or 
manufacturing industry was prosecuted ’’ (Stanwood, li. p. 4 t 8 ). 
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It must b(k extensively continued as the source of the 
Government’s income; and in a readjustment of our 
tarifi the interests of American labour engaged in ifianu- 
facturc should be caiefiilly consideied, as well as the 
preservaften of cm inanufactuies. It may bt^ called 
Protection, or by any ollni nanu', but reliif from the 
hardships and dangus of oui piesent laiiff laws should 
be devised with especial pucaution against ini{X‘rilling 
the existence of our nianufactuiing inUicsts. J 5 ut this 
existence should not mean a condition winch, without 
regard to the pulilic welfau' as a national e xigency, must 
always insure tin- leaiisatiou ol inuiK use' piolits instead 
of moderately piolitable utuins. . . . \Vc aie in the 
midst of cent'-nnial cel<bialions, aiul with becoming 
pride we rejoice in Aimiican skill and mgemuty, in 
American energy and eiiteipiise, and in the wonderful 
natuial advantages and osouices developed by a cen¬ 
tury’s national giowth. Yet when an attempt is made 
to justify a SI Ik'iik whii h p* rmits a tax to be laid 
every corMinu r in the land foi the beiieht of oui manu¬ 
facturers, (jinle b> yond a reasonable ih inand foi govern¬ 
mental regard, it suits the pmiioses of advocacy to call 
our manufacluiis infant mdusti ies, still ik eding the 
highest and greater degiee ol favour and fosteiing care 
that can be wiung fiom Fedi lal legislation." itven at 
this early stage of their development the President called 
attention to the industrial trusts, and tluir probable 
effect on home prices when fon>gn lompetition should 
be eliminated, and h<' endi'bby dedaiing that "it is a 
cotuiition which confionts u-, not a iheoiy. . . . The 
simple and plain duty which we C)\\e tlie p(o])le is b/ 
reduce taxation t<i the iKces^.iry ixpenscs ./ .01 econo¬ 
mical ojx'iation of tlie (lov. rnnKiit . . . Tin se things 
can and should lie done with safety to all our imlustries, 
withoist danger tolls- (jpportumty for remunerative labour 
which our working men n<?ed, and with benefit to them 
and all our people, by cheapihung their im ans of sub*' 
sistence and increasing the measure of their comforts.’’^ 


* CongreiSional Record, vo\ xix. part i pj;, lo-ii. 
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The message established a distinct lineoof division 
between political parties; it committed the Democrats 
filial^ to Free Trade, and therefore identified the Repub¬ 
licans with Protection; and it provided a clear and 
definite issue fcjr the Presidential election of November, 
1888.^ The two rival policies to be placed before the 
country were exemplified by two Hills—one (the ‘‘ Mills 
Hill ”) introduced and passed in the House of Repre¬ 
sentatives by a substantial Di'inocratic majority, and 
the other brought forward in the Senate by the Repub¬ 
licans. The former proposed to abolish the duties on 
a large number of raw or semi-manufactured materials 
of industry, such as wool, flax, hemp, jute, tin plates, 
and on other aitides, as salt and soap; and to reduce the 
rates of duty on woollens, cotton goods, iion, earthen- 
waie, and sugar; it also substituted ad valorem for specific 
duties in many cases It was estimated that the result 
would be a loss to the revenue of about fifty million 
dollars, nearly one-ejuarter of this arising from the 
proposed reduction of the rates in respect of woollens, 
and more than one-lifth from the reductions in regard 
to sugar and molasses.^ On the other side, the Senate 
Hill made some reductions and readjustments, but in a 
large number of instances increased the duties. Neither 
Hill passed, or was expected to pass; but the country 
had a definite choice offered to it, and the elections of 
November, 1888, gave a narrow victoiy to the Republi¬ 
cans by the return of President Harrison; and in .spite of 
some distill bing influc nc'es, they were entitled to con¬ 
sider this as a decision in their favour on the tariff 
question. In their election “ platform ” they had 
cleclared that thej' would “ effect all needed rccluction 
of the national revenue by repealing the taxes upon 
tobacco; which are an annoyance and burden to agri- 

" From that time on, the tariff cjucstion became the cffiel line 
of division between tlie two pioat {political parties ” (Mayo-Smith 
• •'nd Schgman, p 23). It had the effort of ‘‘ making this question 
more distinctly a jiarly matter than it had been at anytime since 
the Civil War ” (Taussig, p 233) 

* Details in Mayo-Smith and Sehgman, jip 24-5. 
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^^culture, and the tax upon spirits used in the arts and 
, for mechanical purposes, and by such revision of the 
tariff laws as will tend to clu ck imports of such articles 
as arc produced by our i)eoi)le, the proeluction of which 
gives crtiploynunt ftu labour; and ulease from import 
duties those articles i)f foieign i)roduetitin, i xci'pt luxuries, 
the like of which cannot be pioditced at home. If there 
shall still remain a larger revenue than is naiuisite for 
the wants of the (loveinnunt, we favour the entire repeiU 
of internal taxes rather than the surreiulei of any part 
of our protective s\-.'teiu, at tlu joint lu lu st of thi' whisky 
trust and the agents of foreign manulaetuii is."' They 
now resolved to make full use of their new le.ise of power, 
and the result apjx .aud in the Me Kink y 'l aillf of i8()o. 

It was not possible for them to aigue that the country 
required more IVotettuin—tlie picjposeil new tariff was 
the outceunc r.itlu r of political evi nts than of the iconomic 
condition of the United Slates. I’.y x8<)o industiy and 
commerce had reeo\'ered from the depression and become 
free from the dillieulties wliu h had more or less hampered 
them since about 1873, and had gtown acute foi the last 
time in 1885-7; and the rountiy was now making a 
rapid advance on the upwaid path. I’ojnilalion had 
increased fiom 38J millions m 1870 to millions in 
1890; and the ck velojnnent was particularly maiked in 
the gicat agiieulluial states of the Middle and North- 
West. The total production of giain was cslimatc'd in 
1870 at 761 million biislu Is (it hatl gone back somewhat 
during the Civil War per'od)^ m 1880 at 1,7,55 millions, 
and in 1890 at 2 , 1 ^^ millions.^ K.ulways had advanced 
with extraordinaiy lapuhty, jiai liculai ly in the decade 
1880-90; in 1870 there were (>o,ooo miles in the United 
States; in 1880, 0.5,000, anef in 1800, ib.gooo With this 
development tlu ie had conic ,i niaikcd ( heaju ning of 
the cc*t of transpoit, the chaige for the c aniage of r. 
bushel of wheat from C'hieaf^o to Ni w York fell frf>m 
30^ cents in 1868 to 14A cent'‘^(or laflui k ,s than one^ 

' Quotiil in StanwiMMi, n p ; pS 

' I we/Jlli Cciiiiii, \ui \i !> .,!), , 

J4 
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half) in 1888.^ These changes had greatly stimulated 
agriculture, and rendered possible the growth of the 
export trade in agricultural products, which from 1875 
to 1890 averaged about 75 per cent, of the total exports 
of the United States.- Next to grain, the most‘lhiportant 
product so exported was cotton; the output of that raw 
material lluctuates considerably, but it rose from an 
average of 3,325,000 bales in 1869-73 to an average of 
b,553,000 bales in 1885-ij, whilst the exj)ort advanced 
in about the same proportion—from 1,040 million pounds 
in the former to 2,015 millions in the latter period.® The 
manufactuiing industries were increasing with equal or 
even greater rapidity, the value of their products was 
estimated at the eeiisu-’ of 1870 at 4,232 million dollars, 
and in i8()0 at 9,372 millions, and the increase was even 
greater than appears from tluse ligures, since the former 
estimate was basedCn a depreciated paper curiency, and 
the latter on the golel enneney.' dhe development of 
industiy in the United States eluring the^ twenty years 
from 1870 to i88() is inelicated in the feilleaving table;® 
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^ t\i,iyn-Snmh and Soligman, p. 48. 

M.iyo-Snmli .vml Si lignian. p 5 
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Industrial progress was no longer confined to the 
Northern and Middle States; the South also was I)cgin- 
ning to have its share, (.•.sjHcially in the production of 
cotton ^oods. 'I'he onr unsati^-facluiy feature was the 
conditjon ol Anierican shipping and sliijdruilding; Ixitwecn 
1870 and i8(jo the tunnige legisiered for over-sea trade 
declined fioni i 517,000 to 0‘17.eoo Ions,' though there 
was an ineiea-o in eo.isling, rivei and lake shipping 
from 2,678,000 tons in 1870 to 3,478,000 in 1800. In 
spite of variou-- Navig.itiou A<'ts, ,ind p.irtial remissions 
of duty on goods Ixune in Amenran vesst'ls, tlie per¬ 
centage of the Uiiiud States foreign tr.ide e.uiu'd in 
native vessels Ii.id fallen fioin jy-t) in 1870 to r2'3 in 
l8(jO (in i860 It had bei n a - nim h as (iti’S per (eiit ),“ 

The slatistiis of the foreign tiarle of tlu' United States 
up to i88,i have .iheadv hem givtn; the following tab'e 
carries tlieni up to tlu' year 1800 


Juno ,0. 

■r 

i IlU| .1 

i 

T-1.1 
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CIlAFfER VI 

TilE NEW THEORY OF PROTECTION AND THE 
MCKINLEY TARIFF 

It was doarly diliiciilt for the advocates of Protection 
to urge the “infant industries” d(jctrinc any longer 
(save in some few special cases). IViIectly valid as this 
argument m.iy lui ve been in the eai ly days of the industrial 
history of the United States, it could not now serve the 
Republicans as their avowed principle of action, and 
they found it necessary to provide themselves with 
another and more defensible theoretical basis for the 
practice of Piolection. They thcixfore turned to the 
ideas of the home market and national self-sufliciency; 
tlieir policy had, indeed, from the hist been in that 
direction, but was now to become so nioie definitely. 
“ The world’s progress is now dependent upon the de¬ 
velopment of internal resources, and not of external 
trade. W'e need a systematic development of all those 
opportunities for labour with which each country has 
been endowed by nature. We must make a better use 
of all our natural rosoifrces if the world is to advance to 
a liigher indu-'trial state. Progre.-^s must come from the 
development of large continental states, rich in natural 
resources.”^ Protection is to be no more temporary 
expedient; it becomes “ a consistent endeavour to keep 
society dynamic and progressive. Piotection also ceases 
to be an isolated ('xception to the general passive policy 
wiiich it has been pojmlar to advocate, and becdlnes a 

— ' Patten, Loaidwiii b’nos eXiVelu/Ma {first published in i8(jo), . 
2nd ed , p 15 synip.itlietK e.xpo.sition of the theories of the' 
less scicntifu Pi o tee non is ts in the United States will bo found in 
Maurice Leiw. I'toiciti'in in ilu I'liikd Slali’t, For a criticism of 
Patten, see Rabbeno, flu .imencan Conimctcial Polity (Essay 

202 
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part of a fixed nalional policy to increase liie value of 
labour with the increase <if protluctive power, and to aid 
in the spread of knowledf^e and skill and in ifie adjust¬ 
ment a ])oi)ple to il'. (ii\’ironni< nt This by ilsi lf 
was soniewlial too -ul>11e an aie,unu nl (at least in su«‘h 
a form) fo> popuKu ii-e, but it wa- inlii]ni led by the 
Republican' at the lUifion of i^NS as nnplving the 
necessit}' foi the piuti< lion oj the hip'hb-paid Anieiicajl 
workman again 1 i la ’< i ai'pet it ion of t hi-ill paid European 
laboni. 1 Ills w.is to b.- do:ii', not b\’ the t \( iusion of 

European conmioditU", Init by the iinpo-ition of duties 
which would coimteibalance the disadvantagi' of the 
greater cost of production m Anieiiea, and also give a 
moderate proti ition. It w'ould thus protect labour, for 
it " cut ofi the privilege of the fou igiKi' to come In with 
cheaper waies ,iiul to gain a foothold in the market, if 
perchance he had gone foiwaid at a little more rapid 
pace than the Aniei k an in ad.ijiting his nianufactutu' to 
new condition- It nliivid the home manufacturer 
from the necessit\ of ruttin;; down wages. su]'i)iv.ing that 
he could have ndiued tin in, and in tliw lespect the 
tariff was a boon to tlie wotking man '* This wages 

* Patten, pp 7 s 

* Slanwood.ii p 'I'he f(>no'.\liig extrai t,s (unoU (I by I ww, 

p. 54) illustrate till .ittitiide ami u .isomiif’of ,Vli Mi Kiidiy."Th« 
revenxie tanlf a» toniplisin s but a siiude )iiir|.osi that ef raising 
revenue, it has no filhi-r nnssion, w lide a pioti i b \ 1 l.u ill aixoiti- 
plislies tills and more - 1 1 liMiif’s )( \ < mie to I lie Ainci i< an Ti easiiiy, 
ami discriiTiimi Its in f.ixour of the Aiiieiii an (ili/cn . . TInj 
protective tiiill ii'.i.itis the [pi^iiluils ofj joieign labrnjr anti 
foreign capital whn ii aic m < i ssiiry lo the wants of the jieojtlo, 
and which we i.-umot prodine in the Ibiilid SlaU.s, to fx Clipy 
our markets and fro nutaxttl to tlie peofile, Inii insisls that every 
foreign prodtn t, the like of wlin li is prodin ed .a home, or can 
be protluced sum e.ssfully m (pianlibcs cifiable ot sui»))lying tJio 
domestic consiiinpiion, sliall, whenever netessary to maintain 
suitable rewards to our Ia)>t.iur, b< ar ,a liuiy whn li shall not bo so 
high as to prohibit impoi tations, but at sin li a rate as will pro¬ 
duce trie necessary revenues, ^iid at the same time not tleslrtfy, 
but encourage, Amern an production” (/-’re.'i’t/mn avil UectpyoCfiy 
Illustrated, " The chief h lstrin lam in the way of &'>■ 

revenue tariff is the wagiw jiaid Amerlran workim n, and any 
return to that itoln y iinolvcs a rodm tion of the i ost of labour. 
We cannot afford to have cheap labour in the United Slates " 
(Speech at Atlanta, 1888). 
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argument was not new—it had first made it^^appearance 
in tlie tliirties, and had been discussed slightly in the 
ch.'bates on the tariff propft'^als of 1842 and 1846; but it 
appears not to hava; be* oiiK' prominent until the eighties. 
E\en the Democrats felt it necessary to take somewhat 
the same line. In 1884 they had been careful in their 
" platform,” whilst asserting that refo' in was urgently 
re([uired, to add that “ the ni'cessary reduction in taxa¬ 
tion can and must be elfected without d( priving American 
labour C)f the ability to eomi)ele succc's^fnlly with foreign 
labour, and without imposing lower rates of duty than 
will be ample to cover any increased cost of production 
which may exist in consequence of the higher rate of 
wages prevailing in this country.'’^ And in 1888, when 
their advocacy of greater freedom of trade was much 
more vigorous, they retained the proviso that the revision 
of duties must be “^with diu' allowance for the difference 
between the wages of American and foreign labour.” 
l)Ut their attitude was not satisfactory to the electors; 
the Republicans pushed the argument for all, and more 
than all, that it was worth—wthout any regard to the 
problem of the relative efiiciency in the long run of 
well-paid and ill-paid labour, or to the relation of wages 
to the cost of living—and “ the campaign of 1888 was 
won on the ‘ pauper labour ’ argument.”* 

The new Tariff Hill of the Republicans was introduced 
in April, 1840, by Mr. McKinley, the Chairman of the 
Committee on Ways and Mt'ans; it received the Presi¬ 
dential approval on October ist, and came into force 
five days later. Its most novel feature was the extension 
of Protection to agriculture—a policy which was inspired 
largely by the desire on tlie part of the Republicans to 
allay the dissatisfaction of the farmers, who believed that 
they were being exploited in the interests of the manu¬ 
facturers, and to detach them, if possible, from the 

- ‘ Quoted in Stanwood, ii. 'jjP 222. It is noteworthy that in 
1884 the Democrats, like tlie Tree 'traders of fifty years before, 
asserted openly tlwt “ taxes collected at the custom house " 
must continue to be the chief source of Federal revenue. 

* Mayo-SmitU and Scligman, p. 23. 
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Democratit and Free Trade party. Its economic defence 
was fomid in the; increase of the impoits of agricnltuial 
produce, the value of which amounted to over 53 million 
pounds, <uit of total impoits valued at about 155 million 
pounds*iii the jear endiiifr June 30, iSS(), and the growing 
competition of Canada. So the dut\ on b.iiK'y was 
increased lioin m (- iit- to ,;o ( cuts a bu-diel, on cats from 
10 to 15 cents, on w he.it fi oin .!o to .;5 rents , mi potatoes 
from 15 to cents, on h.iv fiom to a ton; whilst 
eggs and apples, iiithet to fiee. wi re subjected to diUic's of 
5 cents a elozeii .md 25 jier cent, i/./ i'nlorcm resjiei'tively. 

The duty on tob.ieco suitable for tig.ir wraiipers. which 
could be grown in the United States only in Connecticut 
and was largely imported from Suni.itra, was incixased 
from 75 cents to $2 a pound, with the additional im¬ 
portant proviso that if any portion, no matter how 
small, of any bale of tobacco importi d should be suitable 
for wrapping, the whole should pay tlu' rate of a 
pound.' Other increases were on ilax and hemp, neither 
of which were grown in good quahti' s m the United 
States.^ And linally, the duties on wool were raised 
considerably: th<' rate on clothing wool w.is indeed 
advanced only from 10 to ii emits a pound, and on 
combing wool only from 10 to 12 cents, but on carpet 
wool the chango was much greater. This is wool of a 
coarse kiial which was not gonvii in the Uiiitei’ States; 
it was now made subjeit to a iiigher duty beeansi' it was 
believed that belter ipialilies Were imported ns carpet 
wool, and tin n foie paid a ?.maller duty than they would 
otherwise' do -though no satisf.ictory evidence of this 
was produced; an ad valorem rate, varying fimn 32 per 
cent, to 50 per cent., was now imposed (ui e.iipet wool 
instead of the former specific rate, and rejinscntcd in 
fact a substantial increase.'’ 

* Mayo-Smith and ScligiThin, p. 32. 

* “ It may be said without wi-alification that tlio purpoBc of 
the increa'c of duties on aKricullnral pioiliicls wre-, pAilical, an& 
that the object was aceomjdislicd. The farmers were taken into 
the Protection partncrsliip ” (Stanwood, 11 p. ^(>(>) 

» Taussig, pp. 25O-9. 
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Naturally, the manufacturers of woollen goods of all 
kinds strongly resisted the concessions made by the 
growers of wool, and could lx: pacified only by more 
consideration for themselves; and, in fact, the woollens 
schedules showed the most vigorous applicatioh of the 
protective policy. It is true that in the case of the 
cheapest kinds of woollen goods there vy+is little, if any, 
increase, because whilst tlu* ad valorem part of the duty 
was slightly raised, the specific " compensating ’’ part 
was commonly reduced; but on the better qualities the 
increase was huge, and at the same time the rates were 
greatly comjiheated by new chissiiicatioiia and further 
applications of the principle of the sliding-scale.' To 
take only a few instances of an increase—the rates of 
duty on ready-made clothing were raised from 40 cents 
a pound+ 35 per cent, ad valorem to 41)J cents+ 60 per 
cent., and on Brussels carpets from 30 cents the square 
yard + 30 per cent, ad valoicm to 44 cents-i-40 per cent., 
whilst in the case of dress gcxids the advance made them 
subject to a latc amounting to nearly 100 per cent.* 
The same policy was pursued with other textiles; there 
were remissions of duties on the cheaper qualities of 

‘ The following table gives a simple illustration of this in the 
case of woollen cloths (Taussig, p. 260): 

1833. 1890. 

(1) If worth 80 cents or less per lb., (i) If worth 30 cents or less per lb., 

35cenlsperlb + ispercent 33 cents jut lb -|-40 per cent. 

(2) If worth mure th.ui 80 cents (2) If worth Ixitween 30 cents and 

per lb., 35 cents per ll>.+ 40 cints per Ib., 38J cents 

40 per cent. ]ier lb 4 - 40 per cent. 

(3) If wonti more than 40 cents 
per lb., 44 cents per Ib.+ 
50 per cent. 

* Yet In spite of these high duties, the tariff on wool has greatly 
hanqxrcd the industry m tlie United States. “ The effect of this 
duty is jxirceptible, not only upon the price of home-grown wool, 
which is enhanced by some considerable part of the duty, but 
also in its curtailment of importations of the most desirable 
varipties of Australian and South American fleeces. For' this 
reason, among others—and there are isevcral others of importaiice 
—there has thus far been no ^erious attempts to develop 
American export trade in woollen goods. The one Mssiblc ex¬ 
ception to this rule is in the case of carpets ” (S. N. D. Nortli, in 
Annals of the American Academy, vol. xxiii. No. i, January. 

1904)- 
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* 

cotton, lineVi, and silk goods, and radical increases on all 
the bfctter kinds. Some other advances, not on tcj^liles, 
may also bt' conveiiu ntly noteil heie—^»n line plate-glass 
from 40-45 per cent, to (»o pi i eeiil. tu/ I'tiloron, and on 
cigars (to coin]M n--ate (lie niaiiuf.utuieifni ilic change 
in the tobacco duiu"-) fomi $^ 50 a jiouiuIh ;.J5 per cent, 
to $4‘5os 25 j>t r ci nt. 

In the ca'-e ol non and slei 1 goods, which liad once 
furnished th<‘ iutnds of I’loticlion with fluir most 
effective argnnients, llu siniation wasaltog, ihei diifeient. 
The produclicjii of jiig-iom and mnk' sU'< I in flic United 
States e.xceeded tliaf in the Uniled Kingdom in iHi)o 
for the first time, and llie United States oiitimt of coal 
had reached neaily to the Ihitish lignre (it hist exceeded 
it in i8<ti).' Tlie American maniifactuiers were in 
control of the home maiket; they no longer feared foreign 
competition, and wi n- (jiiite willing to allow some reduc¬ 
tions which proliably would beiu-lit only those consumers 
on the Eastern coast to whom trans])ort by water from 
Europe was a- cheap as, or cheaper than, transport by 
rail from distant paits of the United States. The duty 
on steel rails was loweicd to $i,{'.t4 a toii,^ and there 
were decreases on the mfeiior ipialities of boiler iron and 
steel ingots. Ihit, on tlie other hand, the manufacturers 
in the East, especially near the ceiast, could secure no 
remissions on pig-iion or iron ore, whiidi they obtained 
largely from t uba and Spam. On a nunibi r of other 
metal manufai.tuies (brass, coji^nr, lead) tlnre wt're 
reductions. A concessior. wvis made to the sliipping 
industry by extensive grants of draw backs on all materials 
" which maybe necessary for the eon^tiuctioii and equip¬ 
ment of vessels built in the United Stati s for fcireign 
account cand owncisliip, or for the purpose of bcung 
pmployed in the foieign trade, including the trade between 
the ./ftlantic and Pacific ports of the United States.'*® 

‘ Brilish and Foreign Trade and^tnduslry, 1909, [ij), 169, 171, 
172. 

• “ It left the duty still at a prohibitory rate ” ( raiissig, p. 272). 

• Section 8. 



2o8 the.new theory OF PROTECTION 

- i. 

The one great change was in the case of tin plates, which 
wer(^ scarcely manufactured at all in the United States, 
but were imported in enormous quantities (with an 
average value of 4I million pounds in the fiscal j^ears 
1887-8 to i88()-()o), owing in part to the grofvth of the 
canning iiulnstry. Since 1S73 attempts had been made 
to develop the inanuf.ictnre in America, but without 
success, for (Ik; compeli1 ion from South Wales was too 
strong. A determined effoit was now made by increasing 
\.\\e taW oi duty irmu 1 eewV Vo cents a \m\nd (abonV. 
70 per cent, ad valoroii) with the jiroviso that after 
October, 1897, tin plates should be admitted free unless 
in any one year the production of tin plates in the United 
States should equal " one-third the amount of such plates 
imported and entered for comumption during any fiscal 
year after the passage of this Act.” The idea seems to 
have been that unless there w.is evident indication, by 
the end of six years, that the new industry which it was 
proposed to try to create had really established itself, 
the attempt should he given up; the proviso was a con¬ 
cession to the consumers of tin plates, who were strongly 
opposed to the proposed increase of duty, and anticipated 
serious dilliciilties for the various canning industries; 
they wen' also met to some extent by the grant of a 
drawback, equivalent to 99 per cent, of the original duty, 
on tin-plate re-exported in the form of tinware utilised 
for canning purposes (this as part of a general sj'stcm 
of drawbacks). There can hi? no question that the higher 
protection did enable the manufacture to get a start and 
obtain a linn footing: in the four years 1887-90 the 
average value of the imports of tin plates from Great 
Britain into the United States was £^,2y(),ooo, and the 
quantity manufactured there practically nil; in the four 
years 1898-1901 the average value of imports from 
Great Britain was only £807^000, and the averagfe pro¬ 
duction in the United Stages was 347,000 tons.^ 

The most revolutionary change made by the new Act 
had reference to sugar, on which the duty hitherto in 
* British and Foreign Trade and Industry, 1903, p. 132. 
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force varied from ij cents to 3I cthtts pt-T pound—a fairly 
high rate. The revenue from sugar was very large; in 
the five fiscal >’ears 1S85-6 t<' iSS^-oo it averaged rafher 
more tiign n million pounds a \ ear. 'I here had been 
a numl>e\ of ^ugf^extions foi the ushietion of duly, and 
there was even a Bill introdiux'd by the Republicans of 
the Senate, jirio*' to the election of iS,S8, whu'h pro])osed 
a remission of about 50 per eeut I he McKinley Tariff 
aboiislud the dutv on law sugar altogelber, but made 
refuted sug'.u 'uifya t to a rate id \ cent pel \)ound. Ifut 
in order to helji the jiiotluceis of sugar in the Ihiifed 
States, chieily m Louisiana, the Juderal (lovenimcnt 
undertook to p.iv a bounty ainounling to 2 cents per 
pound on the Ix'-t ([uahties for fourteen years, until the 
end of June, mos At the same time a small surtax 
was imposed on all bounty-fed sugar coniiiig fiom other 
countries. From the Treasury's standpoint the effect 
of this change was to reduce the custom' rexeiiue from 
sugar from 11} million pounds in ].S8(| 00 to about 
£16,000 in i8i)r-2, whilst at the same time the amount 
to be paid in bountu ^ was over li million pounds in 
1891-2, and o\'er 2 \ million ])ouuds in l8')3 3. 

One othei chaiacterisfie feature of the McKinley Act 
should be noticed, and that is the incieased elaboiateness 
of the classil'icatiou adojited and the use wliii h was made 
of detailed -lulmg—cales with mmiinum vabus, instead 
of simple till ’I'al'irctn duties. Jllustratioiis of the systmn 
have alreadv biin given fioiu Itine to time, its fiuthcr 
application gn atly eompliea 1 ,i (.1 the 'Jaiiff, as tlii' follow¬ 
ing example ‘-how" 'The .det of 1X1^3 (.ontented itself 
with the simpile siatenu iit that “ peiiknivis, pocket- 
knives of all kinds, and razors slrill pay 5 " P'“’' cent. 
ad valorem," but in the Aef of i8()0 that diiection had 
grown into the following elaborate statemi'iit as to the 
dutic*s to be levied , 

“ Penknives or pof kc l kniv<»B of all kinds, or p.irts thereof,^ 
and cra.scrs, or parts thereof, wholly or jiartly mannfactured, 
valued at not more than fifty cents per dozen, twelve cents 
per doze n; valued at more than fifty (cuts per dozen and not 
exceeding one dollar and fifty cents per dozen, fifty cents 
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' per dozen; valued at more than one dollar a»d fifty Cents 
per dozen and not exceeding three dollars per dozen, one 
dollar per dozen; valued at more than three dollars per dozen, 
two dollars per dozen; and in addition thereto on all the 
above, fifty per eon turn ad valorem. Razors and razor blades, 
finished or iiiifinished, valued at less than four ^If’lars per 
dozen, one dollar and seventy-five cents per dozen; and in 
addition thereto on all the above razors and razor blades, 
thirty per centum ad ualorem.”'- 


Not only docs this method of levying duties greatly 
increase the difficulty ol customs ■idiiiiui.stralion, but it 
offers a very strong teinpttition to under-vahuition on the 
part of importers. 

The complications of the tariff, and some defects in 
the existing organisation, rendered ;i rearrangement of 
the customs organisation desirable, and the task was 
accomplished by the Customs Administrative Act of 
June, 1890, which established the system still in force. 
Under that Act all goods imported must be accompanied 
by an invoice containing a declaration by the purchaser 
or manufacturer with “ a full statement of the time 
when, the place whi're, and the person from whom the 
purchase was made, and the actual cost thereof and of 
all charges thereon”; and such declaration must have 
been produced to, and countersigned by, the United States 
Consul or commercial agent at the place where the goods 
were purchased or manufactured.^ The invoice must 


‘ The following tabic shows the effect of this change in tho 
amount of the duty (Worthington Ford, in Political Science 
Quarterly, vol. xiil. No. 2, p. 283); 

Actii il ad valorem Duty. 
1883. 1890. 


I\T Cent 

Penknives, etc , valued at not more than 50 cents 

per dozen .. . . .. 50 

,. ,, valued over 50 cents and not exceed¬ 
ing $1-50 per dozen .. .. 50 

,, ,, v.Uued over $i’50 and not exceed¬ 
ing $3 per dozen .. .. 50 

,, ,, v.ahicd over $3 .. _ .. .. 50 


Per Cent. 
.. 74-o6 

.. 96-17 



* The value of the imports into the United States, as given in the 
official returns since August i, 1890, is “ the actual market value 
or wholesale price of such merchandise as bought and sold in usual 
wholesale quantities at the time of exportation to the United 
States in the principal markets of the country from whence iBotr 
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be sworn to*by the importer; the goods are then valued 
by an "appraiser,” and if the duty is ad vahret;^ and 
the valuation by the appraiser exceeds the valuation on 
' the invoice, double duty is levied on the difference. 
Appearties to a geneial appraiser, tlan to Boards of 
General Appraiseis, and then to the Federal Courts. 

This elatxnate inacliinery is almost insiparable from 
any system of ad valoyon duties, and consequently most 
nations have preferred the simpler method of specific 
duties. The main advantages of ad valorem iluties arc 
that the tax always be.us the saiiK; relation to the value 
of the commodity on whuh it is imiiosed, and is perfectly 
intelligible even to tlu' non-expeit; the effiet of specific 
duties, on the contr.uy, can only be detei mined by a 
trade spixialist, and unless tlu-y aie fiaqiu'iitly changed 
they are apt to become much heavier or ninch lighter 
than was inUnded at the time of tla ir inqxjsifion—a 
striking illustration of this fnan the early history of the 
German Zolha rein has already be< n given ‘ To prevent 
such occuirences tlu; tariff must lx- fu (jiu ntly leadjusted, 
but this involves much labour and a ceitam amount 
of uncertainly to foieign traders,' Moreover, without 
extreme minuteness of tariif classilicalion, it is impossible 
to keep the specific duties from weighing more heavily 
on the clxaper than on the better qualities of goods.® 
Those considei ations, as we have scin, induced an 
American Congressional conunittie in to declare 

strongly in favour of the ad vaktrem system, and after 
various changes, the; Ui'itetl States foi a long period 
seemed resolved to use ad valorem rates to tlu; fullest 

ported, and in Ihe (ondilimi in wliu )i sn< h men li.T.iulibe is there 
iwught for cx|)oi t,i lion lo tlie Uniled Suites or < onsigned to the 
Unitctl Stales loi sale, ini lii<liiig llie ' .line of .all eai Ions, cases, 
crates, boxes, s,li,I.s, and lovnmgs ot any kind, and all other 
co6ts,»chargrs, and ixjxnses im idenl to jihnang the merchandise 
in condition toady lor slnpme*l to the rnited States ” (Section 19 
of Ctiiloms Admini.^lrative Act, li'i/j) 

‘ See p - 

® Most foreign t.inlls, liowi ver, .ire lor long lei ms of years. 

* An instant c is the singlt- Biitisli tax on lea, wliu h is the same 
for all qualities. 
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possible extent. Yet the fact that most* protective 
nations have not imitated the United States in this 
respect suggests that there are some very strong objec¬ 
tions to this method of levying duties. The machinery 
for collection has to be much more elaborate than when 
specific rates are employed—at every port, however 
small, there must be a (more or less) comneteiit appraiser. 
Secondly, it is not easy to secure that the valuations at 
the various ports are uniform; complaints on this point 
were frequent in the United States at one time, and other 
countries which use the ad valurcm method seem to have 
the same experience. The system of standard values, 
determined fiom time to time by a central authority, 
overcomes tliis difficulty to a large extent, but not 
entirely. Appeals can as a rule be made from the local 
appraisers to some central tribunal, but these usually 
mean much trouble to the importers. I'hirdly, the 
temptation to undervaluation is strong, and fraudulent 
declarations are encouraged; the elaborate precautions 
taken and penalties provided by the Customs Administra¬ 
tive Act in the United States only show how deep-seated 
this evil may become. On the whole the practice of 
European countries has tended generally towards the 
system of specific duties, but the example of the United 
States has been followed to a considerable extent by 
non-European Powers.^ 

‘ For an account of another most important part of the 
McKinley Tarifi Act—the clauses iclaling to Reciprocity— 
sec Chapter VIII. 
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THE WILSON AND D1N(.1,EY TARIFFS 

The pab^iiigc of the Me Kinky i'.iiilf Aet wa^ followed 
by an iinniediate and violent reaction. A month alter 
it came intij force the election for Congress took place, 
and resulted in a tiemendoiis defeat for the Republican 
party. The reaction continued, and the Presidential 
campaign of November, i 8 ij 2 , ended in the return of the 
Democratic candidate, Cleveland, wlio repiesentcd the 
anti-protectionist policy. The M'estern states went 
almost solidly Democratic; and the new “farmer’s 
party,” the Populists, also detached many votes from 
the Republicans. Tlie Democrats even secured a small 
majority in the Senate, and so for the first time since 
the period before the Civil War, they had complete 
control of the Federal Covernment. The causes of the 
change in public opinion are not very clear; the new tariff 
had not been siilliciently long in force for any definite 
opinion to be formed as to its effects; but no one could 
allege that the issue had not bee^i clearly set before the 
country. The Deinocial'. In their platfoim for the 
Presidential election had declared that it was a “ funda¬ 
mental principle of the Demociatic party that the F'ederal 
Government has no power to impose and collect tariff 
duties, except foi levenue iniipons only,” and denied 
that there had been any increase of prospcnty under the 
McKJ^nk ■y Tariff. Their tcaiulidate liimself was more 
moderate; in his lettei of acc<;p^.ance of the paily nomina¬ 
tion, Cleveland wiote “ Reloim i> still mir purpose. 
Though we oppo.--t; the theoiy that l.uilf laws may be 

J 
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vpassed having tcflr their object the granting (Of discrtiaio- 
ating and unfair governmental aid to private ventures, we 
wage no exterminating war against any American 
interests. We believe a readjustment can be, accom¬ 
plished, in accordance with the principles w profess, 
without disaster or demolition. We believe that the 
advantages of freer raw material should be accorded to 
our manufacturers, and we contemplate a fair and careful 
distribution of necessary tariff burdens rather than the 
precipitation of Free Trade." The Republicans in their 
turn asseited that "the prosperous condition of our 
country is largely due to the wise revenue legislation of 
the Republican Congress,” and claimed that the fall in 
the prices of manufactured commodities was in fact due 
to the taiiff. riie new Picsident considered his large 
majority as a mandate for a reform of the customs tariff 
on the lines which he had indicated, but the hopes with 
which he undertook the task were doomed to di.sappoint- 
ment. The problem was compheated by two circum¬ 
stances; one being the small and uncertain Democratic 
majority in the Senate, and the other the silver question. 
The problem which the last presents lies outside our 
subject; it is necessary here only to state that the Re¬ 
publicans had yielded in i8yo to the demand for the 
freer coinage of silver, and that the excessive issues of 
silver currency under the Silver Purchase Act of that 
year had produced a rapid fall in prices, and a good deal 
of commercial confusii'ii. President Cleveland and his 
advisers thought themselves conip<'lle(l to propose the 
repeal of the Purchase Act; they carried it after a hard 
struggle, but in so doing they threw confusion into the 
ranks of their own party, which contained a strong 
section in favour of " free silver." These dilliculties and 
others weakened the (ioveinment seriously, and though 
it .encountered comparatively little opposition in car.ying 
its scheme for tariff reform (subseiiuently named the 
Wilson Tariff, .liter the thairman of the ('ommittee of 
Ways and Meaim) in the lower House, it was not able 
to overrule the sweeping amendments made by the 
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Senate^ —^aiMvjndmcnts which gravely modified the pro¬ 
posals, and in some cases made them of no effect. 

Nevertheless the Wilson Taiiff Act did make consider¬ 
able cl^nges. Tlie addiiioii'^ of the duty-free list included 
a number’of chemi(als (iiK'huling iniiu i.i] oils), cujiper 
and certain manufactures thcicof, luiiihcr, flax, hemp, 
raw wool, hides (r -.wot tmeured), cofh-e, fri 'di li-'h, v.iiious 
agricultural prodiui'-, and a immiHi of otlur com- 
moditic-s. Redtictions exteedmg 75 |>er c<'nt. of the 
rate of duty imposed by the McKinley Taiilf were 
made in respict of iron in bars and blooms, and the 
cheaper kinds of woollen yams and iloths; there were 
reductions of from 50 to 75 per leiit. of the r.iti s pre¬ 
viously in forc.e in respect of iimnerous commodities, 
including various chemicals, lead, zinc in sheets, a 
number of mamifacturcs of iron and steel, thi' better 
qualities of woollen yarns and clfiths, blankets, earpi'ts, 
knitted wearin.g apparel, llannels, some dress gooiis, and 
certain agricultnial jiiodncts (mehiding barley and hay); 
and there was a viry lengthy list of articles on which 
smaller reductions ware made. The new or increased 
duties, on the other hand, w’cre comixiratively few in 
number—the most noticeable being those on molasses 
and sugar, malt and pearl-barley, rye, pineapples, dressed 
or undressed meat, iron and steel-wire rope, and tubes 
and pipes.® 

One of the most important manifestations of the new 
policy was, as already indicated, Ihe treatment of the 
tariff numbers relating to \.ool and woollen goods, which 
had played so conspicuous a part in previous tariff 
controversies. The duties on law wool were abolished; 
on woollen and woisted yarns rates of 30 and 40 per 
cent, ad valorem w'ere substituted for the McKinley rates 
of 27} to 38^ cents a pound + 35 or 40 jier cent, ad 
valorem; the ratis of duty cm blankets ranged from 

* As sent back liy tlieS<-na1<' to t^io Hoiikc of lO prr o'Dlativcs, 
the Bill contained 6.S4 arr.ctifleient.s fStanwiiod, 11 ]> vjo) 

* Return reipechnu the Ci/c/am'; Tariff of the United Slates 
(C. 7579 of 1894, isswed by tlic Board of Tnulcy, p:>._ 7 o- 79 . 

13 
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^5 to 35 per cent, instead of 30 to 40 pw cent. + a 
sp^fic duty varying from i6j to 38!^ cents a pound; and 
simple rates of 40 and 50 per cent, ad valorem on dress 
goods took the place ot the same ad valorem rates com¬ 
bined witli sp( cilic rales varying fi om 7 to 44 cents per 
pound. In all these, as in the case of other woollen 
manufactures, the abolition of the sp^eilic “portions of 
the duties followed naturally upon the abolition of the 
duties on raw wool, for which they were intended to be 
compensatory; the manufacturers were caused some 
trouble by the change, but it cannot be said that they 
were treated unfairly. As regards other textiles, there 
were large reductions in the case of the cheapest kinds 
of cotton goods, and smaller ones in respect of the finer 
qualities; and here again the tariff was greatly simphfied 
by the abolition of the mixed specific and ad valorem 
rates. There were small reductions also on silks and 
linens. 

The President had intended that all raw materials 
should be admitted free, and had carried the House of 
Representatives with him; the Senate, however, could 
not be induced to go so far. The chief illustrations of 
this were furnished by iron ore and coal. The House of 
Representatives had abolished the duty on both of these 
commodities; the Senate was content to reduce the duty 
in each case from 75 cents to 40 cents a ton. Other 
commodities which the House of Representatives had 
placed on the free Hst, but on which the Senate re¬ 
imposed duties, were nickel, mica and quicksilver, un¬ 
manufactured clays or earths, various chemicals (such as 
ammonia, borax, sulphur), molasses, raw or refined sugar, 
beef, mutton, pork, bacon, meats, dressed, undressed, or 
preserved, lard, apples, eggs, and coke.' The duty on 
pig-iron was lowered from 5672 to $4 a ton, on steel 
rails from $I3'44 to $7 84 a ton, and even on tirf'plates 
from 2i cents to cents,per pound. 

One other serious change was in the case of sugar. 

* Return respecting the Customs Tariff of the United States, 
pp. 68-9. 
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i' 

The clauses-, affecting that commtidily in the McKjpley 
Tariff had caused very considerable dissatisfaction >lor 
one thing, the financial results had been somewhat 
i^nsatisfactory, and for another, it was widely believed 
that till* duty on u lined ■'ii^ai and the bounties were 
largelj' in the in1eie-ts ol llu' Su,car Tiu-^t-one of the 
earliest of those •)i(.;anwations win-li now ]ila\ so /^leat 
a part in Ann riean indu'lrial life. Tlie Deni-Hiats now 
proposed to atlniit lelnnd sus^.ir as well as law sugar 
free, and to alx-Iish tin' bounty systi in, but tlu' .senate 
made many ana’iidnieiits admittuHy in tin- int-KsI, and 
under the inlluenee, of tli-' Sugar 'liust. An ml valorem 
duty of 40 per cent was imposed on i.iw sugai ; lelined 
sugar was mad-' subji et to this late witli tlie addition of 
i cent per lb, and tlie suitax on bountv-fed sugar, 
imported into the United States, was ret,lined. The 
House of Kepiesentatives was unable to oveiiulu the 
Senate, and “ on the wliole, the lelining monopoly, 
while it lo.st something, came out of tlie stiuggle vic¬ 
torious, and was left in littK- less secure contiol over the 
trade after the Act ot 18-14 than under th-' Act of 
1890.”' 

Altogether the new tariff brought relatively little 
change; none of the high hojies which the Democrats 
had formed after the Presidential election weie realised.* 
The President himself was grievously elisapjiointed; in 
order to save something of his p-ilicy, he allowed the Act 
to pass, but he would not give it hi^ signature, it liecamo 
law merely because he t< ik no action to the contrary 
in the time required by the Constitution 'llie w-akness 
of the Democrats, the confusi-in in the party', the dis¬ 
ruption caused by till- -.liver qu- stion, the conliiet between 
the President and the Senate, and the Tieasury diffi- 

* Ta"ssig, pp. .tiy-i -t 

• On the bases of llio inu-orts n the y-ear en-llTig June 30, 1893, 

the yield of the -lulit.s uiuicr the Tanll \v,j:. cstiniale-i 

at 49*6 per cent of tlie total value of .all -liitiaM-' iini-K-rt.s; the 
yield of the duties under th<. Wilson 'I arid (as finally riia< ted) was 
estimated at 38'7 per - out Tiie reduction was not siifficicut to 
diminl^ appreciably the protective charact<.r of -lie tariff. 
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tulties with which the Cleveland Administration failed to 
c^, brought about a reaction as sharp as that of 1890-2, 
and again placed the Protectionists in power. The 
Democrats had hoped to establish an income tax, tp 
meet the deficiency resulting from the r('ducti?-n"ot duties 
and to enable them to continue the removal of the customs 
restrictions, but the Supreme Court ,no\v 'reversed its 
decision of the Civil War period, and declared the income 
tax to be unconstitutional. 

But at the election of iSph the country was not 
concerned mainly with the question of Protection or 
Free Trade. The advocates of free silver had grown 
in force astonishingly, and had completely captured the 
Democratic party machine; in their election platform 
the Democrats declared for ‘‘ the free and unlimited 
coinage of both silver and gold at the present legal ratio 
of 16 to I, without waiting for the aid or consent of any 
other nation,”^ and added that " until the money ques¬ 
tion is settled we are opposed to any agitation for further 
changes in our tariff laws, except such as are necessary 
to meet the deficit in revenue caused by the adverse 
decision of the Supreme Court on the income tax.” To 
prevent all misconception as to their policy, the Demo¬ 
crats chose as their candidate the foremost platform 
representative of free silver, and the Populist party also 
gave him their support. The Republicans had intended 
to fight the election mainly on the tariff issue, and had 
therefore chosen McKinley as their representative. But 
they were compelled by force of circumstances to drop 
that question for the time, and to go to the electors 
chiefly as the opponents of the revolutionary monetary 
proposals of the Democrats. And there can be no 
question that this was the chief cause of their over¬ 
whelming victory; it is true that they had announced their 
intention to amend the tariff, but “ the tariff gaiffe way 
to the free coinage isspe, and the election ultimately 

‘ A reforence to tfie .irRument that tliis would be practicable' 
only as the result of an international agreement. 
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turned upon'^'that almost exclusively.”^ The DemcKr^^-s 
were broken up; large numbers of the party in the Eas?«6rn 
states either abstained from taking part in the election 
^ vot^d for McKinley. The Rejniblit an candidate was 
elected by a very roii'-iderable nuijoiity, aiui the. Re¬ 
publicans found llieiU'-i Ives supnaiie in llie House of 
Representatives, and niasfeis of Uie Sc n.de by a few 
votes. The, lu'w I’u-.itlenf oaild s('aita'ly elaiiii that the 
nation had given a d<-(inite judgment on tiu' l.n iff piublem, 
and, moieover, he owed his eKi tion in ixiit to the votes 
of those Democrats wlio could not suppoit tlu' extiemo 
views represented by liis ojiponeiit. 15 ut lu vcrtheless 
the Prcsidint and his advi-eis made up their minds that 
they wore ju-'tilied in catiying out t.inff changes imme¬ 
diately. The United .'states had passul tliiougli a period 
of marked coinmi,rcial depression, originating in \va<le- 
spread financial difiiculties tliere and dsewlieie in i<S()3 
and suljsequent yeais, and the Tiaasuiy had to meet a 
large deficit. The facts tliat the crisis had commenced 
in i8 ()3, while the McKinley Taiiff w.is still in force, and 
that the deficit was largest in that year and had been 
growing smaller I'ver since,* had no weight with them; 
and the Pn-sident now invitul Congress to provide 
adequately for the wants of the Trcusuiy, and suggested 
that the duties imposod for this purpose ” should lie so 
levied upon foreign products .as to preserve the home 
market as far as possible' to 0111 own producers; to revive 
and increase manufactures; ^to relieve and encourage 
agriculture; to increjuse our domestic and foreign com¬ 
merce; to aid and d< vilop mining and building; and to 
render to labour in every field of iistful oicupation the 
liberal wages and adecpiale rewards to whali skill and 
industry arc justly eiitithd.” Th ' result was the so- 
called Dingley Act, whuh bciame law in July, lBb 7 > 

‘ Stanwoocl, ii ]> 37C> ,, 

• In the fin.anei.il yiar i4, (he deficit was 70 million dollarb; 
in 1894-5, 43 millions; 111 , 25 millions, in i8</>-7, 18 

millions. 
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Sfter a rapid progress through both Housed of Congress. 
iCSmposcd duties higher than under any preceding 
tariff. 

The most important feature of the new tariff ^w^as thje 
return to the duties on certain raw materials'", especially 
wool. The import (jf that commodity had tripled 
between 1803 and 1896, and the supply of woollen 
manufactuies from abrcjad had also dc)ublcd. It was 
therefore resolved to re-imposc on clothing and combing 
wool the rates of the tariff of 1890, and on carpet wool 
graded duties higher than in any other period of United 
States tariff histoiy. The manufacturers were strongly 
opposed to the change, hut political considerations and 
the desire to do something to counteract the effect of 
the appeal made by the silver parly to the farmers 
prevailed with the Executive. Largely for the same 
reason, a duty of 15 per cent, ad valoron was imposed 
on hides, which had been free since 1872; and the rates 
of 1890 on llax were also restored. 

In regard to textiles, the restoration of the wool duty 
was followed inevitably by an increase of the protection 
given to woollen manufactures, and tla; old principle of 
a combination of specific compensating duties and ad 
valorem protective duties was again applied, with its 
great administrative complications and difficulties.^ On 
the chief class of woollens imported the protective ad 
valorem rate was increased, so that it had advanced from 
25 per cent, in 1875 to 55 per cent, in 1807. On cotton 
goods the rates of duty wete somewhat lower than in 
18(^0, but a good deal higher than in i8o.t. and here again 
the combined sjw'cilic and ad va/oieai duties were adopted. 
The same complicab'd method was applied to silks and 
linens, with a marked increase in the amount of the 
duties. There were advances also in the case of^^china, 

* For a comparative statement of the rates of duty on articles 
of each class, the (piautity .tiul value imported, and the customs 
yield under the Wilson and Dmgicy tariffs, see Imports and 
Duties, 1894-1907 (House of Kepresentatives Document No. 1504, 
60th Congress, and Session). 
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earthenwai>« and glass, by a retium to the rates of duty 
imposed in 1890. In the case of metjis, there was 
change so far as iron ore, pig-iron, steel rails, and copper 
^werc concerned; but the rates on certain manufactures of 
iron'ahd teil, such as cutlery, and on lead and lead ore 
were restored to the le\'eK of the MeKiuley Tariff. Tlie 
duty on lin-plito was increased only sliglitly, from 
Is cents to it (.cuts, 'Ihe duty on coal was raided from 
40 cents to 67 Cent'., a ton (whu h was 8 cents less than 
in 1890). In the sugai tluties the tu! vniincin duty of 
40 fK-T cent, imposed by the Act of i8(),^ on raw sugar 
was now replaced by .1 sjieciUc duty of about double 
that amount; there was also an incnase, in fact, on 
refined sugar, though the Sugar Tiust di<l not secure 
anything like the advantage for which they had striven. 

From the admiuistiative point of view, tlie new tariff 
was even more complicated than its piedecessors. The 
elaborate clau-'C concerning knives, iienknives, and razors 
in the McKinley Tariff has already been quoted;* the 
clause referring to the .same commodities m the Act of 
1897 will serve to show how the ccaiiphcation had 
increased: 

"Penknives or pocket knives, clasp knives, pruning knives, 
and budding knives of all kinds, or iiai Is thereof, and erasers 
or manu nre knives, or parts lliereof, wliolly oi p.irlly tnanu- 
faclurcd, v,iliie<l at not more tlian loi ty leiits per dozen, 
forty jH'r (cntiiin ad valonm ; v.rlned al imiie tl;.\n forty 
cents p( r do/eii and not exi eeding fifty rents ]ii r ilo/.cn, one 
'cent per jin'* i; .out folly )i<r<rnliiin ml vnluntn : valued at 
inoie than fifty ( eiits ))i r dozen .nid not < X’ o ilmg rme dollar 
and twi-illy five irnis |(i'ilo7cn, ti\( rents IMI pieer; and 
forty per < r ntimi ad l al'itcm . ralni.d .tl moic lli.iii oin; dollar 
and tvvrnly-iivr' (fills jM I (loon and iiol (X((('(ling three 
rlollars JK 1 (lo/( ii, ten ((ills |)(T |)I(( c .did folly p'T ceiltuttl 
ad valorem, v.ihied at inoic th.ni llioc doll.os per do/e.n, 
twenty cents p( r ]iir(e and forty ]« r (r'liluiii ad valorem; 
Provided, I hat lilarh s, liandh')i oilier ]rarls of cither Of 
any of tlie foiegomg tirin les, ini|K,rt((l in any oilier manner 
■ than as.scnibU(l in finished knives rir erasers, shall be subject 
to no less rate of duty than herein provided for ircnknfveS, 
pocket knives, clasp kniveSj])jiiiiing knives, rnanii.ure knives, 

' Vide supra, pp 270-1. 
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ind erasers valued at more than fifty cents and not more 
;han one dollar and fifty cents per dozen. R^ors and razor 
)lades, Tinished or unfinished, valued at less than one dollar 
and fifty cents per dozen, fifty cents per dozen and fifteen 
per centum ad valorem : valued at one dollar and fifty cents 
j)cr dozen and less than three dollars per dozen, on^.jdoll?<*j 
per dozen and fifteen per centum ad valorem ; valued at three 
dollars per dozen oi more, one dollar and seventy-five cents 
per dozen and twenty per centum ad valorem. Scissors and 
shears, and blades foi the same, finished orTjnfinishcd, valued 
at not more than fifty tents per dozen, fifteen cents per 
dozen and fifteen per centum ad valorem , valued at more than 
fifty cents and not more than one dollar and seventy-five 
tents ])er dozen, titty cents pel dozen and fifteen jicr centum 
ad valorem , v.dued at more than one doll.ii and seventy- 
five tents per dozen, seven ty-tive cents per dozen and twenty- 
five per centum ad valorem.”'- 

As tiiiothcr illustiation, the duties on silk piece goods 
may be quoted. They are as follows 

Silk piece goods; 


(i) Containing 20 per cent or less in weight of silk, 

if in the gum ----- 0-50 

If dyed in the pieci' - - - - o-Oo 

(z) Containing zo to 30 per cent, in weight of silk, 

if in the gum ----- o'65 

If dyed m tlie ])iece - - - - o-8o 

(3) Containing 30 to .p5 per cent in weight of silk, 

if in the gum ----- o-go 

If dyed in tiie piece - . - - i-io 

(4) Containing 30 \icr cent or less in weight of silk. 

If dyed in the thread or yarn, black - - 0'75 

Other colour ----- 0-90 

(5) Containing 30 to 45 [ler cent, in weight of silk, 

if dyed in the thread or yarn, black - - i-io 

Other colour - - - - - i'30 


The McKinley Tariff had inaugurated an elaborate 
policy of drawbacks, by a sweeping clause which provided 
that “ where imported materials on which duties have 
been paid are used in the manufacture of articles manu¬ 
factured or produced in the United States, there shall 
be allowed on the e.xjiortation of such articles a draw- 
baclv equal in amount to the duties paid on the matefials 

t ‘ Quoted by Ford in Political Science Quarterly, vol. xiii., No. 2, 

pp. 284-5. 

• Taussig, p. 339. 
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usedj less s.. per cent, of such ^^ies.” The Dinglw 
Tariff continued the system, but the conditions '..nd 
regulations proved cumber.somc and often diflicull to 
comply with,' and the system admittedly hampered the 
manuihcturers for e.xport. 

‘ S. N. D. Nor.h, iii Aitnuh oj the . I mu nun .U.uh-mv, J.immry, 
1904. P’ 7 - 
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THE UNITED STATI-IS AND RECIPROCITY— 
ECONOxMIC PJiCE.REsS OF THE UNITED 
STATES, l.H!tO-PJOS 

It will have bci'ii noticed that liitherto little has been 
said of the international commercial relations of the 
United States, and no reference has been made to any 
treaties similar to those which have played so important 
a part in the commercial history of continental Europe 
during the last half-century. The explanation of this fact 
is that until quite recently the United .States have stood 
almost altogether aloof from such a treaty system, and 
the slight attempts made from time to time to enter it 
have been ill-fated. It is true that various agreements 
made by the United States have contained the " most 
favoured nation " elause, but the effect of that provision 
is much more limited than in the treaties ordinarily 
made by European States, for it has been construed by 
American legists to apply merely to privileges voluntarily 
granted by the United State-, to a third country, and 
not to anything given in return foi reciprocal advantages. 
That is to say, that if the United States, in return for 
certain reiluctions of duty m.ide by France in favour of 
American goods, should on their side lower the rates of 
duty on certain of their imports from Franco, they are 
not bound to extend the same reductions to the similar 
products of any third nation with whom they may, have 
a" treaty containing the " mosy favouicd nation ” clause.' 

‘ "Up to the time of the'American Revolution the 'most' 
favoured nation ’ provision appeared in but one form; tlie pledge 
was not qualified; no limitations were laid down as to the circum¬ 
stances under which concessions granted to other States should be 

224 
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It is unnecessary to point out that this Interpretation 
practically destroys the value of the clause in question, 
since the privileges granted by the United Slates without 
retqrn arc not likely to be nuinerous or important; but 
it simplifu's the making of reeiproeity treaties, since it 
enables the Federal (loxarnnn nt to consider simjdy the 
effect of any t'eaty on llie ti\ule betwia n the two con¬ 
tracting countiic'-, and thus to escapi' the complications 
wluch ar(' apt to aiio undei the l'ano]>i'an nu Ihod. 

The outcome of tin eaihest attemjds at reciprocity 
was not very encouraging; the proposal for a treaty with 
the German Zollveiitn in ifi -44 rejected by the 

Senate, and it was not until ten years later that a com¬ 
mercial agreement of any kind was actually made. That 
was with (.ireat Ihitain acting on behalf of Canada, and 
was the outcome of negotiations extending over eight 
years; signed in if'Sd d came into operation in March, 
1855, and it remained in force for eleven years; it pro¬ 
vided for the admission of a large number of agricultural 
products from either country into the other free of duty; 
it also gave certain fishing privileges to American seamen, 
and provided lor mutual freedom of the transit trade. 
It seems to be generally agreed that on tlu' whole Canada 


extended as ln'twee?) the foiilra* tiim parties Ihit in tlio firat 
American lr(;aty —tiiat iiiailc by the Aniei a an CnnfiMleralion with 
France on I t Inn.ny 0, 177S—the 1 lansc was fd't n a new phrase¬ 
ology. In this ti ea IV thi'i'e a|)| teared tlie iisn tl jiledfje tliat advan¬ 
tages w'hich ( I ther ol tlu' < on 1 1 at t ing ^lai I les li.id gran ttid or might 
grant to a tluitl State siitnild Ijf c.r.Liilttl lt> the other, liut tiierc 
w^as attaeiied a <|iMhtyin,.; t onthtannil pio\ision, . freely, if 

the con* essitni (to the thnd St.itej w.is fie< !y ni.idt*, ot on ,a,Ilowing 
the same coinpen.sation, if the t oiu t si.nin w.is t ondiIlOnal. . . . 
From the lime wIk.ii its lepusenl.Lluts Inst siilist nbed to tho 
conditional foini of Ilie 1 i.inse, the I'niltd SlaS.., when pledging 
iUelf to ‘favoured nation ’ tieatment, li.'S employetl tliat form 
almost without cxee]^tion I he tarlust Ameiiean stat<«- 

men adopted tlie ‘ sja'cial liargain ' pninapie, and tho American 
Govornmeni lias at ted cver|,ini;e in t.onftirmity with the coacep- 
tioB that commen lal eouccssions are to be given for siiccific com¬ 
pensation, and that 'most favomxfl nation' inuitnient imjilicsant^ 
requires nothing more tlian tlie granting of op]>ortnnily to pur¬ 
chase, on the basis of ret ijiioral give and take, treatment identical 
with, or similar to. that accorded oilier Slates " (Reciprocity 
and Commercial Treaties, United States Tariil Commission, p, 18). 
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pi;pfited rather more than the United States/ at least 
in the latter part of the treaty, period, and the United 
States had by 1866 become completely dissatisfied. One 
ground for this was certainly the fact that the Can^4*%i 
provincial governments increased the duties on manu¬ 
factured goods to make up for the financial losses sus¬ 
tained by them owing to the reductions ou raw materials. 
In 1866, partly because of this, partly because of the 
need for higher customs duties in the United States as 
a source of revenue, and partly for political reasons 
(notably the sympathy which Canada had shown with 
the Confedt'rate states), the United States denounced 
the treaty. Thereafter for some thirty years attempts 
were made from time to time to re-establish reciprocity 
between the two neighbouring states, but they were all 
abortive, and from 1896 to 1910 the issue was never 
raised. A number oi other contemplated agreements 
with other countries failed of realisation. 

Negotiations opened with Hawaii in 1855 were aban¬ 
doned; treaties prepared by the Executive with Mexico 
in 1859 and 1883, with Hawaii in 1867, and with Canada 
in 1874 were rejected by the Senate, and arrangements 
made in 1884 with Spain, for Cuba and Porto Rico, and 
with San Domingo were abandoned by the Executive. 
One treaty alone was made—with Hawaii in 1875, but 
the adoption of that in the United States (it came into 
force in Scpt('niber, 1876) was determined rather by 
political than economic considerations; it was a step on 
the road to annexation.* 

‘ " Whilst the treaty actually benefited some American pro¬ 
ducers and injured none save fislnng, lumber, and possibly coal 
interests—and these in small degree—it was, on the whole, of 
greater benefit to the export trade of Canada than to that of the 
United States ” (Reciprocity and Commercial Treaties, pp. 22-23). 

• “ The reciprocity treaty concluded between Hawaii and^the 
United States m 1875, which was iji operation for twenty-live 
years, was a product of political rather than of economic considera- 
Jions. The location, resources and political weakness of Hawaii 
made the islands, from the early part of the nineteenth century, 
attractive to several strong Powers. Their strategical position 
made it inevitable that the United States should view with un¬ 
easiness and dissatisfaction their being brought under the control 
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The first »;iefinite and general provision for reciprocijty 
was made by the McKinley Act of 1890, at the instigation 
of Blaine, the Sccrctarj' of State, who had been the 
.^niov^ng spirit in the sinninoning of the Pan-American 
Congft'ss' wliieh nu t at Wa'-lungtun in October, 1889. 
Eighteen conntiies, inehiding the Ihiiled Stales, were 
representefl tluo', and (onsidi i able alU ntion was given 
to the suggi'-^tions for an American (diatoms Union. It 
was agreed that a union for customs jmrposes on the 
lines of the Geiman Zollverem was altogetlu-i impossible 
for many re asons—e c onomic and jiolitical; and absolute 
free trade Ixtween the various countiies w.is held to be, 
for the time, out of the question, since most of them 
were largely dependent on the customs duties for their 
State revenues. The committe e whie.h reported on the 
proposals could urge' only the making of separate treaties 
with reciprocal reductions of duty. Even this re port did 
not secure unanimeius support; the repre'sentative-s of 
four countiies voted against it, and Chile and Aigeiitina 
especially urged that so long as the Unit' d States insisted 
on the maintenance of their high protective duties 
reciprocity was impossible. 

But Blaine was not altogether discouraged, and he 
thought that commercial agreements, which would 
extend the United States markets in South America, 
might be obtained in another way. Hi> put forward his 
idea when the McKinley Tariff w'as under discussion,* 


of any other Power . , la the: treaty tlie-ic w'i'rc no jwlitical 
concessions other tlian the: pleeigc that wliile- tlie treaty remaine^O 
in force Hawaii would not lease territory or grant hpes.ial privi¬ 
leges to any other T’eiwe r, or that .any eitlier I’owers slioiilei obtain 
the same privilegi s wine h we re assurcel hy tlie tre-aty to tlie United 
States. The coinniercial prejvision.s iiiv'olveel ttie- a'liiiission by 
each country eif a < onjjde'ralilc iiuiiiIm r of jirodiiets of the other 
frec^of duty” {Neciferocity and Commercial Treaties, pp. 24-5)- 
The Hawaiian jirocliicts wjjitli licnefited were brown sugar, 
tnolasscs, rice, find, and nuts, representing tlire;e-<jiiarlers of the 
islands’ exports. . • , 

*• ” I do not doubt that in many respe-cts the; Tariff ihll yiending 
in the Senate is a just measure, aiiel that most of its preivisions are 
in accordance with tiic wise perhey of Proteetioii. But there is 
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i*' 

ajid a clause in that Act, inserted in the Sen^e, provide<J 
that the President should be authorised to impose certain 
duties on sugar, molasses, coffee, tea, and liides (which 
were duty free) coming from countries which levie d 
agricultural or other produce ol the United States cliities 
to an extent, in his judgment, “ reciprocally unequal and 
unreasonable.” Taussig has pointed out that this 
method offers decided t;conomic advantages (jvor that 
commonly pursued, namely, ‘‘ the sim])l(! remission of 
duties to a favoured country, duties remaining on goods 
coming from countries not favemred. Such a remission 
is likely not to redound to the advantage of the domestic 
consumer. Unless the favoured country can easily supply 
the whole market, or other countries are quickly ad¬ 
mitted to the lower duties, prices are not affected, and 
the foreign producer reaps the whole benefit of the 
remission.”^ Under this clause treaties were made with 
Brazil and a number of the Central American States— 
San Domingo, Salvador, Nicaragua, Honduras, Guate¬ 
mala, with Spain for Cuba and Porto Rico, and with 
Great Britain for must of the West Indian Islands and 
British Guiana. In most of these cases the United States 
got a very considerable return for the nn'ie promise to 
retain the enumerated articles on their free list. Thus 
Brazil admitted wheat. Hour, pork, agricultural and 
mining machinery, coal, and railway material free, and 
reduced the duties on a number of other commodities. 
Cuba made thirty-nine classes of articles free, and gave 
a reduction of 50 per cent, on seventeen classes and 
25 per cent, on fourteen classes.’* The fact that Germany 
and Austria-Hungary were largely interested in the 
export of sugar enabled the American Government to 
make terms with those countries also. Germany aban¬ 
doned the prohibition, wliich had been in force for some 
years, of the importation of American meat, and gave 

'not a section or line in the entire Bill that will open the market 
for another bushel of wheat or another barrel of pork ” (Blaine, 
in letter quoted by Stanwood, ii. 278). 

‘ Taussig, p. 279. ^ Osborne, p. 64. 
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tfe' United ^tates the benefit of the conventional tariff 
on agricultural products; from Austria-Hungary they 
secured ” most favouicd nation ” treatment.^ 

These later arrangcinc nts did not continue long enough 
to ‘'chable, any del'niiU' opinion to be lonned as to their 
effect on trade, since tlie reiinpoMtion of tb'- customs 
duties on sugar by the Wilson 'laiiff of ]8()| jnactically 
destroyed the system, which was dejiendcnt on the 
general freedom (>1 that commodity, and aftir that year 
only the treaty with Hawaii lemained in opeialion. 

Fresh provision lor ru'ijuocity was made by two 
clauses in the Dingiey Act of 1^07, but not on the lines 
of 1890. Under section 3 of the new' Act, tlie I’lesident 
was authorised, in return for concesMuns by other coun¬ 
tries, to reduce by a deiinite amount the duties on certain 
articles specilied in the clause. 'I'lie list was a curious 
one; it included only argols, brandies, chamjxigne, and 
other sparkling w'ines, still wines, and vermouth, pictures 
and statuary. Section 4 provided further that the 
President might make treaties (which, however, needed 
the approval of Congress) with reductions on duties up 
to 20 per cent, on any or every article; but such treaties 
must be made within two years after the passing of the 
Act. Tliis latter clause proved practically inoperative; 
some eleven treaties were negotiated under it, mainly 
affecting Central or South American States^ and the 
West Indies, but they all fell through ow'ing to the 
Impossibility of securing the approval of the Senate, in 
spite of the support of President McKinley and his 
successor, Roosevelt. A Manufacturers' Reciprocity Con¬ 
vention at the end of i<>oi had declared for reciprocity 
only when it could be secured without injury to any of 
the domestic interests of manufacturing, commerce, or 
farming. • , 

Action under section 3 could be taken merely Jby 
Presidential proclamation without any necessity for 

* The penal duties provided for by the clause in the Act of 1890 
were actually applied .against Haiti, Venezuela and Odombia. 

* Nicaragua, Dominican Republic, Ecuador, the Argentine. 



230 THE UNITED STATES AND RECIPROCITY 

Congressional sanction, and eight treaties ^re so made 
—with France in 1898 and 1908, with Germany,^ Italy, 
and Portugal in 1900, and subsequently with Switzer¬ 
land, Spain, Bulgaria and the Netherlands. In rebum 
for the very small concessions indicated above, Mic United 
State.s secured from France the minimum tariff rates on 
a largo, number of agricultural products^ from Germany 
the full conventional tariff, from Italy low rates on 
machinery and some raw materials, and from Portugal 
“ most favoured nation ” treatment, with fixed rates for 
agricultural products and machinery generally. Similar 
concessions were obtained in the other cases. It is 
difficult, if not impossible, to estimate the results of 
these treaties—at best they wore only small, and the 
very limited list of articles on which reductions might 
be made by Presidential proclamation was a considerable 
obstacle to any large extension of the system. Finally, 
it should be stated that in November, 1907, an agree¬ 
ment was made betweem the United Kingdom and the 
United States, whereby in return for certain customs 
house facilities granted by the former in respect of com¬ 
mercial travellers’ samples coming from the United States, 
the latter country extended to British works of art the 
lower rate of duty authorised by Section 3 of the Dingley 
Tariff Act. 

The Dingley Tariff remained in force and unaltered 
for twelve years, and its long continuance was due to a 
combination of political and economic factors. During 
the whole of the period the Republican party was in 
power; at the Presidential election of 1900 the Spanish 
War, and the new foreign policy of the American common-^ 
wealth which resulted therefrom, were the most con¬ 
spicuous questions before the electors; and the Democrats, 
whose uncertain attitude towards 'this problem was a 
source of weakness, were stih further handicapped by 
their adherence to the sdver policy which had caused 
them disaster four years earlier. At the election of 

‘ The German Treaty was renewed in 1907. 
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1^4 they Indeed shook themselves free of this Incubus, 
or at least their candidate did so—it Is doubtful how 
fox in this respect he was fullj'^ representative of his party 
-iOut the personal popularity of Mr. Roosevelt, tho 
^neral approv'al of his adniinistraliim after the death 
in IQOI of Mr. McKinh y, who had been re-elected the 
previous year, and the continued j^rosperil}' of the 
country, gave tlu* Republic.ins an overwhehuing victory. 
Though the tariff question play('d a compaiatividy small 
part in these ch'ctions, the Republicans always made 
the maintenance of the e.xisting protection (subject to 
some possible modifications as a result of recipiaicity 
treaties) a cardinal point of policy: whilst, on the other 
hand, there were not wanting In this reg.ard signs of 
disintegration among the Democrats some- of whom 
(particularly in the South, where Industrial development 
Was very marked) were Ix'ci^ming inclined to regard 
protection as a permanent system, and consi'quently to 
get what tliey could out of it for tlieir own industrial 
interests. 

On the economic side there was, after 1^07, a natural 
reaction against the frequency of change which, by 
altering the whole tariff three times in eight years, had 
kept commerce and industry in a constant state of doubt 
and unrest. Moreover, by i8q8 the effects of tho general 
depression which had characterised the early years of 
the last decade of the nineteenth century had entirely 
passed away, and the United Stated had its full share of 
the world-wide commercial anS industrial activity which 
characterised the last years of the old and the opening 
5rears of the new century. The expansion continued 
unchecked until the latter part of 1907, when, partly as 
the inevitable reaction after a period of almost violent . 
activity, but mainly as the result of some financial dis¬ 
orders and a grave monetary crisis, there came a suddeif 
and very acute depression. The 4 able given on pp. 232, 
233 >^ illustrates tho economic development of the United 

* Compiled from Brili'ih and Foreif’n Trade and Industry, 1909, 
and the Statistical Abstract of the United Stales, 1918, 
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i The f<a«igii trade statistics are for the twelve months ended on the 3cth of June of the years given. 
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States from 1890 to 1908, and shows how sj^p was the 
revulsion in the latter year. ^ 

But it was essentially a monetary crisis, and, thoiigh 
recovery is necessarily somewhat slow (it would appear 
to have beoji delayed in part by causes whicl^ were SiSt 
primaiily economic), there can be no doubt of its com¬ 
pleteness. 

One conspicuous feature of the industrial and com¬ 
mercial life of the United States must be mentioned here 
—the wide development of “ trusts ”—if only because the 
Democrats, where they had become inclined to avoid the 
direct issue in regard to the tariff, turned to attack those 
powerful combinations and thereby indirectly to assail 
the protective system which they claimed, by practi¬ 
cally eliminating foreign competition renders it easier 
for such organisations to secure a monopoly in the home 
market, and to exploit the cousuiikt.^ The combina¬ 
tions in (|uestion are the almost inevitabk' outcome of' 
modern industrial and commercial conditions, such as 
excessive competition and the economy of production 
on a large scale; they appear to a greater or less extent 
in all industrial countries;* but it Is open to doubt 
whether, even wht'n the peculiar conditions which pre¬ 
vail in the United States are taken into account, the 
trusts would have attained their present proportions in 
that country had it not been for the restrictive effect of 
a tariff which had for long been far higher than that 
of any other industijally developed country.® The 

‘ C/. Beardsley, " Tlic Tariff and the Trusts,” in Quarterly 
Journal of Economics, May, 1901, and Franklin Pierce, The Tariff 
and the Trusts, 1911. 

• C/., for example, Macrosty’s Trust Movement in British 
Industry, and the references give on p. 1S3 supra as to the de¬ 
velopment of iiulubtnal combination in Germany. 

* There is a very extensive literature (,m Trusts in the United 
States. A large collection of facts is contained in Moody,,,TAtf 
Truth about the Trusts, and detailed information about some of the 
better-known combinations in the Reports of the Commissioner of 
Corporatums on the Beef Iiidu^tty.igo ^; on the Petroleum Industry, 
1907; and on the Tobacco Industry, 1909; Tarbell, History of the 
Standard Oil Trust, and 13 erglund, The United States Steel Industry, 

A good discussion of the trust problem will be found in Ripley 
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political of this anti-trust agitation has, how¬ 
ever, been w some extent weakened by the fact that 
some of the Republicans, including Mr. Roosevelt and, 
i]p a lesser degree, his succo'^sor, Mr. Taft, shared this 
hostility '"o the trust';, though contending that their evil 
effects can be removed without tampering with the tariff. 
They claimed that much of tlie astonishingly rapid 
progress of the United States in tlie last few years in 
manufactures^ was due to the steady ailhercnce to 
Protection, and they argued that that system, even 
where it gives the domestic manufarturers a practical 
monopoly, docs not m'cessaiily tind to check iinjirove*.- 
ments in the methods of production, but rather that it 
encourages them by offering the producers greater security 
and inviting them to the conquest of the home market.* 
It could bo claimi'd witli justice that Ami'rican manu- 

(ed ), Trusts, Pools, and Cnmtunaiions A very dct.ulod informa¬ 
tion as to the atteinpls made to lontrol the 'I'nista by leKiiilation 
is contained in J. E Dax u's, Trust Laws and Unfair Toinpetition, 
issued by the U S Deuarlment of Common e, 191b, and Ifarvcy 
and Bradford, Manual of the T'ederal Trade Loimnissum, i<)'b. 

* The Census csliinate of the value of the inanuf.vi tiired pro¬ 
ducts of the United States was 9,37^ million dollars in i.S()o and 
13,014 millions in 1900. 

* “ In fact, histoiy shows that either result may ensuo, It 
would seem, for instani.e, that In Fr.iin e, under the system of 
absolute prohilntinn aRain.st eompeting imports which prevailed 
throughout the hrst half of this century—in f.ict, no to the great 
commercial treaty of 1 she—not a few maiiuf.ieturi rs i.iileil to nyako 
use of proved and familiar processes, and were inferior to British 
rivals. On the other hand, there were industries in Imaiice itself 
which had rear lied on t into foreign marge Is, thus giving i.onidusi ye 
proof of not being behind tlie 4 ones In tlu' United States it 
would doubtless be js'.ssdile to lind ex.im]il< s of the former sort: 
a benumbing iidhieni e lias sometimes been felt but these arc 
exceptions. As a rule, if Ameman m.aiuifrn tnrers have been 
unable to meet foieign comiKdition, it has not been because of 
inert routine. . In the United Stales the i ric li.idcr is 
shown by economn Insloiy to be in the wrong on this jiarticuiar 
point: if protected industries have eotitn ned to need protection, 
as 8%often they have, the explanation is not to be found in ,tho 
retention of antupiatcd processses. So f.i.r as the cpiestioii of ec*>o-, 
mic method is coneerned, here again it is cletir no abstract reason¬ 
ing can suffice: the hadory of each'jieople and the fai Is of each 
case must be investigated, and generahs.ition from a priori 
reasoning must be shunneo ” (Taussig, in “ Iron Industry in the 
United States,” in the Quarterly Journal of Leonotnics, August, 
1900, pp, 496-7). 
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facturers had shown few signs of any enerv^ng influence 
exercised upon them by Protection; by the foundation 
of Schools of Commerce their Universities preceded the 
British Universities in their response to new national 
needs; in the conduct f)f business their marfiiiacturcrs 
had shown extraordinary energy, abdit}' and .enterprise; 
and the policy of taking care of the lii/iUe market and 
concentrating attention upon that, in the assurance that 
foreign trade would then take care of itself, seemed to 
be meeting with a huge measuie of success.’ 

‘ In rcicnt year., liowccer, iniuh ciuTfiy lias liceii cxpemleiL 
on Ihe pioinolion III lou'if^n trade, wil li I In- ael i vc .issislance of the 
Governmnil Ihroiijdi a vigoions Consulai Seiviee and Sjiccial 
Iiupiny Agents. 



CIlMTHli IX 
THE TARIFF OF ]i)i )9 

By the lime tli.it I lie Prc'^ideiitial election of November, 
1908, drew neai, it was apparent that there w.as a grow¬ 
ing dissatisfaction with the tariff of i8!;7. The causes 
of this dissatisfaction weie of two diffiiant kinds; on 
the one hand there was the increasing feeling among 
those interested in the ni.aintenance of high protection 
that, owing to its hasty cmistuiction, the changi.-s in 
industrial conilitions and the idaboration of foreign 
tariffs, the Dingley Tariff had become tccliHically im¬ 
perfect, and there was a desire to secure a better basis 
for reciprocity; and, on the other hand, thi'H' was a 
belief, steadily gaining ground, that the increased power 
of the large industrial combinations, the rise in prices 
and consequent advance of the cost of living, were to 
some appreciable extent connected with the tariff. The 
Government itself was actuated by the necessity of 
providing more revenue, though it was app.areiit that 
little of this could be obtained by j revision of thi- tariff. 

Consequently the tariff question played a very im¬ 
portant part at the elections. The Democrats, in 
adherence to their old policy, jironounced in favour of 
an effective and extensive rediu tion of the rates of duty, 
though it may fx' doubted if there was any section of the 
parW which would have supported a me.asurc tending 
at au strongly towards Fr(;e Trade; many of the members 
of the party (p.articuh'irly in t]ie Southern States) were 
inclined to regard Protection as an inevitable condition, 
and either to consider opposition thereto futile, or to go 
further and to try to secure some share in it for them- 

237 
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opponents were, as a rule, ineffective, partly because of 
lack of organisation, and partly because d indifference, 
since tiicrc was a widespread belief that no serious revision 
was intended. 

After three months’ deliberation the Con\mittec, or 
rather the Ktpubliean menilieis tln.reof (for the Democrat 
members took no part), i)id(lueed what, was’ known as 
the “Payne liill,” desciibed m its title as “a Bill to 
provide revenue, ('qualise dutie'-, and encourage the 
industries of the United St.itis.’’ It was proposed to 
increase the rates of duly, or impose new ones, on two 
groups of ('onimoditie^ (a) on certain aitieles, such as 
tea and rnide cocoa, wliu li had liillieito Ixan on the 
free list, solely in ordei to piovide levenue; and {l>) on 
a number of articles, such as nieici lised fabrics, women’s 
gloves, hosiery, plale-glass, zinc in ore, lemons, pine¬ 
apples, grapes and lig^ (these incieases in respect of fruit 
being ehielly in the inteitst of Califoinia), " Ixicause the 
Committee found that theii' was not suITk ient protection 
under the present law." On the other hand, it was pro¬ 
posed to abolish the duties on iron oie, hides, raw flax, 
and pulp-wood; to reduce the iluties on lumber by one- 
half; to admit fiee coal and coke and agricultural imple¬ 
ments from countries whii h should not impose duties 
on similai products coming from the United States— 
those jirovisioiis having in view the development of 
trade with Uanada and (m the case of coal) some satis¬ 
faction to the New England State's; and to reduce more 
or less substantially the ratis of duly on numi'rous other 
articles, such as clu'inicals, iron and steel goods, refined 
sugar, carpet wool, shoddy and tops. 

A fundamental change of policy was represented by 
the provision for minimum and nunimum rates of duty. 
The former—the rates of the taiiff schedules—Were to 
apply to imports coining from,all countries which shbuld 
not in their tariffs discriminate in any way against the 
products of the United States; the maximum rates, which 
were to Ixi as a rule 20 per cent, higher than the minimam 
rates, or 20 per cent, ad valorem in the case of articles 
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on the free list, wore to apply against ^ countries prac¬ 
tising such (ff'^ciiniination.* As a consequence of this 
provision notice was to be given to terminate all existing 
rcciprf>city c('nveiitioiis, cxrt j^t tliat witli Cuba. 

Further,, tile Hill piovidid for n-eijiroeal free trade 
between the 1 ,’niled Mal> and the l’liilip]iine I.-daiuls, 
subject, howivi^, to a di timtc limitation of llie amount 
of sugar, unmanuf.u tiiii d lobaeeo and eigaiN, which 
could be anmi.alK' iin]>"i(.(l fioin the bdaiaK into the 
United Stati", free of dm\-. 

The provi'ions in ne.ird to n i iprocity and fiee trade 
with the riulijqiini'^ wiie genii.div aicipt.ible, but the 
proposals m.'ulc by tls' Coinmittio in le-pt et of rates of 
duty eneounlerc cl i on-idi iable ojrpi'i-itlou. From the 
side of the eonsuna rs <)bji < lion was taki 11 to the irrojtosed 
imposition of llc' tea duty, and the ineiease on relined 
sugar; to the Inglui dutU" on cotton goods, wheie the 
justifiable incii'a-e-- in lespoet of na ieeiised goods were 
accompanied by a rei bissiru alion and a rearrangement 
of the method of levying the duties which was alleged 
to have substantially increased them, though the manu¬ 
facturers had admittid that the old rates Were sufheient; 
and to the failure of the Committee to meet the wide¬ 
spread demand for <1 nioditu ation of tin' woolli'U duties 
—then' was much fomi>!.rint, for examjde, that the 
effect of the CM tmg duty on raw Wool had been to 
encourage the Use of sboddy and to depreciate gravely 
the quality of tlu' clieaper grades.of woollen goods, the 
production of whu h for domestic consumption w’as 
entirely in the hands of Unit< d Slides inanuf.icturers. 
On the si^le of tie prodnci rs, the North-\Vest( 1 n states 
and Maine wue (ijipoed to tic la diction oi the lumber 

• The Conimi t t<‘t: insci <1 in I lie rjill (lui' iig (lie cl irriiKKion in the 
Hou* of Kepn s( nl.itiM s .111 aiix'iulinciil to (lie ctl' i t tliat " thcwi 
provisions for ailditiiiii.il dutu » sliail nol apply (o the i .ases whare 
the preferential duties in ol )ku i dim tries are those wliu li are given 
by and between a proviiue, de))enden(y, lolony, oi the mother- 
country only. 01 by' .uni between a provim e, depi iideia y, or colony 
of thc.sainccunntry." 'J Ins was dropjxid later owing to the action 
of the &nate, vide infra, p 2.43 
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duties; the South and Middle West to fj^ hides; and 
the Middle West to the reduction of the n(^tal duties. 

There was some amount of active opposition in the 
House of Representatives, but the opportunities of 
amendment there were limited, since by a sniall majority 
the House decided in favour of the fate of practically 
the whole Rill being determined by a :?uigle vote—that 
is to say, no voting was allowed on any amendments 
except those proposed on behalf of the Committee of 
Ways and Means and certain selected tariff numbers. 
As a result of serious defections in the Republican party, 
a few changes of importance Were made;; the proposed 
duty on tea was dropped, and that on cocoa reduced; 
petroleum was made duty free, and the curious scheme 
of imposing an Import duty on coffee coming from any 
country which subjected it to an export duty (a proposal 
obviously aimed at Rrazil) was abandoned. There was 
much discussion, but little effective criticism in the 
House of Representatives, jiaitly because the Southern 
Democratic demands for increased protection for tropical 
fruits, raw cotton, some cotton manufactures, iron and 
steel and lumber rendered Southern members willing 
to compromise with the representatives of other interests; 
and partly beeause the opponents, as on previous occa¬ 
sions, now coneiaitratod their attention on the Senate. 

Meanwhile the Finance Committee of the Senate had 
been preparing a Rill of its own, which it substituted for 
the Payne P>ill when tjrat Rill, after reaching the Senate, 
Was referred to the Committee. The differences between 
the Committee’s Rill and the Payne Rill were numerous 
and important; iron ore and raw flax were replaced on 
the dutiable list; in respon.'C to the' demands of repre¬ 
sentatives of the interests concerned, the duties on certain 
agricultural products and cotton Irjsicry reduced in the 
Hpuse of Representatives Rill were restored to^ the 
existing level; changes in respect of classification and 
definition had the effect of increasing the rates on iron 
and steel goods; the proposed duties on lead products 
were increased; cocoa was placed on the free list. More 
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important in its effect on the new tariff law as ultimately 
enacted was changed form of the proposals in reprd 
to the maxinmm and minimum rates; the Senate iom- 
mittee proposed that the maximum duties should consist 
of the mininuun lak^- }'lus 25 jvr (cut. <0/ vaioti'iii, and 
should apply as irom Ajuil i. loio, to gtxuK coming 
from all counln^" other than th(;se a(lmitt(d by Presi¬ 
dential proclamation to the Ixaielit of the minimum 
tariff, as not deaamimaliiig against Uinteil Mates 
products. The only serious ciitieisins ol tlu'-e jnojiosals 
made in the Senate was by the lejiresintatives ol some 
of the Middle Slates (Wiseoiisin, lowa, Minnesota, 
Indiana, Kansas, Kcbuiska and South Dakota'], but they 
were practically poweiless. 

Then followed conferences betwedi repiesentativcs 
of the two Houses, there weie some points of diliitully, 
and Presidi 111 Tail, who i-. undcr-^lood to ha\e o fi.lined 
from any diiect iiitei veiition hilln ito, is n poittd to have 
felt impelkd to take action m ceitam ca.s( s —iiolablt' in 
respect of huJis, iron oie, coal and lumber, and the 
maintenance of the rates of duty 011 liosieiy and gloves 
at the Dinglcy tariff level (though he consented to sonic 
increases). 'Ihe .igrecd Hill was signed on August 5, 
and the new niinmiuin rates came into force Imme¬ 
diately. The main features of the new tariff law were 
as follows;* 

(a) The provision for inininiuni and maximum rates 
of duty, and the conditions under ^wlnch they aie to be 
imposed, were as proposed by the Si iiate t'onimittee. 
The responsibility of dcterinining whethir a eiamlry was 
or was not discriniinating by import duties against 
United States products, and wa.j or was inA by export 
bounties or prolnbitions dm riniinalmg m respect of 
trade to the United .‘^iRites, rented solely with the Presi¬ 
dent the executive c^uthoritv); and, fuithir, hjs 

decision in regard tin reto migh| n]iply to the whole of 
any foreign country, 01 might be conliiietl to or exclude 

1 The tull text is given in the Untied Stales nf America — New 
Customs Tariff (Board of Trade, Cd. 4H5(», lyo). 
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from its scope any dependency, colony, or political 
subdivision having authority to adopt separate tariff 
legislation. 

(h) There was to be reciprocal free trade in all com¬ 
modities (!\'cept lice between the United States and the 
Philippine I.-^lands (loi whicli Congre^s subsequently 
enacted a new tariff law with increase^! rates of duty), 
subject, however, to a liniitation ol the amount ol sugar, 
wiai)per and tiller tobacco and cigars, which might be 
imported annually from the Islands into the United 
States. 

(c) There was a faiily c.Ktensive reclassification of 
commodities, and numerous alterations m the rates of 
duty. TIu're wore comparatively few changes, and those 
of only .small importance, in the schedules relating to 
sugar and its pioducts, wool and woollens (in spite of 
a widespread demand for reductions), tobacco, flax, hemp 
and jute and inanuf.ictures thereof, spirits and wines, 
and agricultural products and pnwisions. In the iron 
and steel schedule there were reductions in respect of 
iron ore, pig-iron, steel rails, bar-iron, and similar pro¬ 
ducts, and corresponding reductions on certain cla.sses 
of finished iron and steel goods; on the other hand, there 
were increases in respect of ferro-silicon, antimony ore, 
zinc ore, tungsten-bearing ore, some classes of cutlery 
and structural steel.^ There were reductions in respect 
of numerous chemicals, window glass, firebricks, lumber, 
printing paper, leather goods, harness and saddlery, the 
lower qualities of carpets and rugs, oilcloth and linoleum, 
coal, fresh meat, and vaiious other articles; raw hides, 
mechanically ground wood-pulp, and petroleum became 
free. Increases were made in the rates of duty on a 
number of chemicals, cement, some grades of glassware, 

• “The vast ni.ajority of tlic rcdiutions made in the.metal 
schedule adocted artielcSof winch the imports had been compara- 
tivxly tutlinf; In other words, a reduction in tariff rates was 
made in those cases in winch the siipcnonly of the United Stales 
h.ad been denionstraled to bo such as more than to offset the ex¬ 
tremely moderate reduction—condilions of the industry being 
considered—whuh was made in rates ” (Willis, p. 599). 
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the lower-priced silks (the silk schedule was entirely 
remodelled ^ the Senate, which substituted simple 
specific duties for the combined specific and ad valorem 
rates of tlu' Diiiid' .'’ I.uiff), nu i«eiis(d and other cotton 
goods (hy^tiu addition of a --urtax in lespci t of inc'iTerisa- 
tion—a iRW pioic-^s suir<- tlio pu vious t.niff—new pro¬ 
visions as*to ;4ie h.i'^is of cl.isdlii ation .uid some diiect 
advances of latos of duty), undirs-cd .uid die-^sed Jr'iii]), 
oats, hops, sonu' Soulluin finds ,uid otiier products. 
The net result was that tlie revision of tlie taiiff in a 
downwaid diuition liad been almost nuii'pieciable: 
whilst some of the n (hu tions oi abolitions of duty, as 
in the case of (oal, wood i>nlp <ind printing ]).iper, and 
some iron and steel produefs w. le likely to be advan¬ 
tageous, especially to the Eastern State s. otheis, as in 
the case of fresh mi at, hidi s, and pi fioK nni, weir i learly 
illusory, so far as foreign competition with tlu' Ihiited 
States producers was conceinedd 

{d) Provision was made, following the ex'am]>le of the 
Canadian taiil'f law, for the levying uiion all bounty-fed 
imports of surtaxes equal to the lut amount of the 
bounties, as deteimined by the Secretary of the Treasury 
after due inquiry. 

(c) All materials of foreign production which might 
be necessary for the construction of vi'sscls to be built 
in the United States for foreign account or ownership, 
or for the purpose of being employed in the foreign trade 
(including the trade betioeen the Atlantic and Pacific ports 
of the United States), for tlie machinery of such ships, 
and for their outfit and equipment, might be imported 
under bond, and no dutv was payable if their use for 
these purposes was proved. 

(/) When imported materials on which duties had 

‘ According to llie ifali ulationH of llie Senate Committee on 
Fiifance, tlic yield of tlu ol<^ r.Uis of duty, on tVic linsig of, the 
statistics for the latest year available, amonnti <1 to 2 js-r cent, 
of the value of the lolal entries f»r 1 oiisiiiuiaion (dnti.iblc and 
free), whilst the yield of tlie nC'\^ rati ^ woiihl ii.ive been 23-57 1^* * 
cent. A.S reg.mls necc'^^artc; (diiti.tble and free), however, the 
percentages were eslim.'itid at 15-35 and 1 vo") resiK-etively. Cf. 
Willis, p. 593. 
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been paid were used in the manufacture of articles 
produced or manufactured in the Unitedfistates, there 
was to be allowed on the exportation of such articles 
a drawback equivalent to 99 per cent, of the duties paid 
on the mateii.d?. ii'.( d, tlii^ was the continuation of a 
system in forcc‘ since the establishment of the McKinley 
tariff. 

{") An addition.al duty of 10 per cent, ad valorem was 
to be levied on all goods not imported in United States 
vessels, except in the case of goods imported in vessels 
of a country entitled by treaty or Act of Congress to 
national treatment in the United State^i in respect of 
matters relating to shipping and navigation.^ 

(A) The " Cu^tom^ Administrative Act ” of 1890 was 
revised and incorporated in the new tariff law; the most 
noticeable change was the provision for the establishment 
of a Court of Customs Appeal to di'al witli cases of dis¬ 
puted clas-^ilicalion. 

In accordance with the provisions of the Tariff Law, 
the United Statis (iovernment gave the iK'cessary notice 
to terminate the various reciprocity conventions with 
certain Euiopi'an States which had been made in pur¬ 
suance of the powers granted to the executive authority 
by Section 3 of the Dingley Tariff Act, the latest date 
to which any of them were to continue being conse¬ 
quently August 7, i()io. The President appointed a 
Commission* to assist him in determining what countries 
could continue to receive the benefits of the minimum 
tariff after March 31, 1910 (the date at which the 
maximum tariff was to be ajrplied to imports from 
all countries not specifically excepted by Presidential 

‘ The United Kingdom Is entitled to sucli national treatment 
under the Treaty of 1815. 

• The section of tlie Customs Art which provided for maximum 
and minimum rates imhided a clause enabling the President, 
in order “ to secure information tb .assist the President in the 
discharge of the duties imivisr 1 upon him by this section, and the 
officers of tire fiovornmeni in ttie administration of the customs 
laws " to employ such persons as might be required. Advantage 
was taken of tins danse to apixiint a Commission to advise on 
tariff questions generally. 
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prociamation).!' By the end of March the Conunission 
had fortunately been able to advise that all the countries 
of the world gave the United States such treatment as 
* entitled them to receivi' the benefits of the minimum 
tariff. 

In regard to three states only had any serious difliculfy 
been anticipatecf Ihe liist of lliese was Germany; in 
that country the Unitetl Slates dul not enjoy llie advan¬ 
tages of the minimum tariff in lesju i t of all their pi oduets, 
whilst the imjiortation of meat fiom the United States 
into Germany was jiartu ulaily hampered by the inspec¬ 
tion laws of that eountiy. On the otluT hand, it was 
thought unlikely that (jermany would be willing to 
grant the United States the full conventional taiiff with¬ 
out an endeavour to secure some reductions on German 
goods entering the United States, and it was certain 
that she would be unwilling to relax the administration 
of her meat inspection laws. Both parties, lunvover, 
were anxious to avoid a conilict, and accordingly, early 
in 1910, an agreement w.is reached, each accoiding the 
other the benefit of its minimum tariff, and the question 
of the German meat inspiTtion lx ing shelved. When, 

* “ Fear had been expressed, Iwth in Onigri sr> ami in (he Press, 
that the provision in Soi tion a wlm.h nuthonsid the I’lesidciit 
to apply the niaxiimnn duties to all l oun tries w]u< h disi nminaled 
unduly against tlio rniled States would lead to taritf wats and. 
In application, to an inrre.aso of the import duties above the liigll 
level already fixed in the mimnuim si hediile In his message to 
Congress of December 7, i<>oo. President iTaft made it dear that 
he would use caution in ajiplymg the.se rates and expri-.sscd tlio 
hope and belief that tlie United Stales would not be fed into l.arilf 
wars as a result of the autlionty conferred iqxm him. He])Ointcd 
out that the term ‘unduly disciirnmalory ’ used in So liou 2 
allowed him wide disi n tion , Ixdore aiiplyiiig the maxirnnm duties 
upon the imjxirts from a < ouniry it w.is necessary that he should 
find not only that that oiuntry disciimiriatof against the trade 
of the United States, but lliat the clis< rimmatioiis were ' undue’— 
that is*without good and f.iir rca.son Ilo expressed tlie belief 
that this authorisation li.id been t.ouferrcd in (he Iiojk' tfiat there' 
would never l>c occasion to apply the ni,^ximum duius, and m the 
expectation that the jiower to apply tliein .voufd enable the Presi¬ 
dent and the State nepartincnt through friendly negotiations to 
secure the elimination of wliafcver w.as unduly disi riminatory 
agadnst the United Slates from the laws and prartues of foreign 
jCoumtiiee ” (fiectprocity and Commercial Treatic',, pp, 270-1). 
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howcTer, in 1911 the United States granted to Canadian 
wood-pulp and paper lower rates than tlibse imposed on 
similar products from Germany, that country in turn 
refused to extend to the United States the rates of duty ’ 
established by the treaties between Gcrmar^ and Japan 
and Sweden, which came into force late in 1.911. 

France regarded herself as especially aggrieved by some 
of the changes in the United States tariff, notably those 
relating to silk good"-, and it is geneially believed that 
some of the incieases in her own new tariff, especially 
in the case oi agricultural machinery, were intended as 
measures of retaliation. But here again both parties 
Were imwilhng to enter upon a tariff war, and a solution 
of the ditficully was found. France made some con¬ 
cessions (e specially in lespect of agricultural and other 
inijileinciits, tools and machinery) and was granted the 
United States minimum rates. 

As regal ds the commeicial nlations between the 
United States and Canada, the position was more difficult. 
Not only did Canada give prefeuntial treatment, in 
re.spei t of the rates of duty on imports, to the United 
Kingdom, but under a Convention with France numerous 
articles imported from the latter country paid rates of 
duty intermediate between those of the British preferen¬ 
tial taiiff and those of the general taiiff, to which goods 
from the United States weie subjected; the intermediate 
taiiff had been cstablislied by tlu- Canadian Tariff Act 
of i 8(|7 for bargaining purposes. Whilst the President 
and his advisers Were not inclined to regard the British 
preference as unfair disciimination against the United 
State,-, tiu'v could scarcely ignore the provisions of the 
Canadian-French Convention, though it is true that 
French imports into Canada were not to any large extent 
competitive, with those of the United States. , There 
were other ([uestion,- at issue between Canada and the 
United State-, such its the piohibition of the export of 
wood i'ulp fioiu the foinur lountry; but the importance 
of the Canadian marki t to the United States, and the 
uluetaiue of tiie lattei lountiy to liecoine involved in 
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a tariff war with its northern neighbour, rendered the 
United States :^Governnient willing to conic to terms. 
On the other luand, Canada l\>uml lur c.xpoit trade to 
the United State.s threalciK d with the lattei's maxiniuni 
duties, and Was anxious to a\oid so di-astious an «‘X- 
pcriencc. Neg(jtjations win ojiiiud eaily m j</io. In 
March an agieeirfeiit Wiis iiaelnd wiieiibx Can.ula would 
extend the beiulits of lur intiiiiKcliati taiiff to thiilun 
cominotlitie.s inijnpitid fioni llie I'nitiil Stales (<' Jh eially 
soap, Cotton-set (,i 0)1, leallar, tablewaie and juifiinieiy), 
and recei\e conij)lete ininiiniun taiiff titatimiit in return, 
rile agroenunt, howeeer, aioustd stiong o])position in 
Canada, par(I\ btc.tuse it was ixgaidt'd as ;i ynlcbiig to 
threats on the p;ut cd the Unit* tl Stales, and jiaitly 
because it was :ivowedly inft ndtil by its authors as the 
preliminaiy stagi to ;i inueli more fai-u at hing nt ipnx ity 
arrangement. Sin h an aiouigtment was in fai l i(.:nhed 
at the beginning of ion. It did not lake the foiiii of 
a treat}', but was an iiiideitaking by the two (ioveinnieiits 
to intnaluce concuinnt Ii gislatnui. the n.iluie of which 
was duly set out in foui silnduKs,' 'Jb,- (nst was a list 
of comnioditus to be adinittid dut}'-fiee into liofii 
countiies it inchuKd most aginultuial protlucls (except 
wool), lish, timlx r in wirious forms, some minerals, coal 
and coke, and a h w manufactuied comnioditu s (i sjx ci- 
ally galvani.scd or tinned slm ts, wire and wire-Kuls). 
The second scluchile included aituk s to be i< ( ijiiocally 
admitti'd at identical lates of dut}». tin .e wcie (linfly 
secondary products cu' m.uiuf.V I uies of which the ehief 
component materials were meluded in the tiist schedule;, 
the rates of duty lixeui were gi iierally lower than those 
in force at the time in e Itjii r eonntiy. 1 he thud -e hedultt 

covered six commoditie s to 1h' admitteel hy tlie United 

• 

* Dyiuls of tlie Se lie (!iili,s .'in j’lve n in Cmiadii —Vnticd Slates 
oj America : licciproi ttv . h nihei’^iunt (Ito.int (.f '1 nnlc, ('<1 55}7, 
1911)- A leiiatIcy slee l. h e f 11 le 1111^1 >1 i.o n ms, siiel .1 < 1111< I'.ni i>{ Ihc 
proposals from an iixlepe mlcnt I nilc if SciU >, is con- * 

tainccf III Recipyoci*\> (. ful I rcatic^, nn yhH gsI ‘I Im 

main line's of OJ)|)USIOOI 1 m ( .iii.xl.i .irc stii'ini.ii im <1 111 .» sl.i (cmci)I 
issued 1>V a RO>Ul' of leen llij;.- Ine me ss lUi 11 ol 1 oioe to (scl out In 
linttsh botniuion-., W J .Nshli y, j.]. o) 
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States at special rates (these were alumimum, laths, 
shingles, planed or finished lumber, iro^ ore and coal 
slack), and the fourth schedule comprised seven articles 
on which Canada was to make reductions (cement, 
bituminous coal, fruit trees, condensed milk,j^insweetened 
biscuits, canned fruit, pea-nuts). The agreement offered 
substantial advantages to Canada as ec would greatly 
facilitate her export of agricultural produce to the United 
States: the rates granted by her to the United States 
were as a rule those of the intermediate tariff, and fell 
below tlujsi' rates only in a very few instances. Legis¬ 
lation to give effect to the arrangement was introduced 
simultaneously in the two countries. After considerable 
resistance from the interests affected the Bill was passed 
by the Congress of the United States by very substantial 
majorities in July, 1911. In Canada, however, very 
strong opposition developed; the country was enjoying 
a period of great prosperity, which appeared to make it 
less dependent than ever before on the goodwill of its 
neighbour; and the agreement was represented as a menace 
to Canada's agriculture and growing industries, to her 
trade with the United Kingdom, and her political position 
within the British Empire and over against the United 
States. Political considerations played a very large 
part in the debates and in the (Icneral Election to which 
the Cioveimneiit was forced to submit the issue; and 
that election lesulted in the overthrow of the ministry. 
The reciprocity proposals were consequently abandoned; 
the United States enactnfeiit remained unrepealed, but 
the trade relations between the two countries were 
thenceforward governed by the agreement reached in 
igio. 

It was generally recognised that the duration of the 
new taiiff was very doubtful. 'A considerable body of 
moderate Kepublicaiis was slissatislied with the outcome . 
of the latest revision, .and convinced that another and 
more genuine revision, with a laallv appreciable reduc¬ 
tion of duties, was disiiable m the line interests of the 
nation. That movement of Kepubfican opinion was* 
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"supported by the widespread belief that the appiirontly 
arbitrary actio^t of certain of the great industrial com¬ 
binations was facilitated by the niainlenance of high 
protection, and tluae wa^ a strong t< ndeiicy to ascribe 
to the same,''au«e the rapid inciea'^e in llie cost of living, 
though that 'as undoubtedly to a laige extent due to 
economic develdy.inents on wliu li < lianges m tantf [lolicy 
have little inllui nre 



CIIAITER X 


REACirON AND THE TARIFF OF 1913 

Tiri' ]-c('ov('ry of tnidu and industry from the depression 
which followed the financial crisis of tlie autumn of 1907 
was only very gradual. The chief illustrative statistics 
are set out in the table on pp. 254-3/ and comparing 
them with the corresponding figures for previous years 
given on pp. 232-3 it wilt be observed that the value of the 
imports into the United States for domestic consumption 
was in Kjofi "'till below the level of I907, whilst the 
value of the exports of United .States products and 
manufactures, wliieh in i(io8 was approximately the 
same as in the previous year, fell heavily in 1909, and 
showed only a moderate improvement in 1910. The coal, 
iron, and steel industries recovered very rapidly from 
the very sharp dc'pression of 1908, but experienced a 
set-back in after which year the upward movement 
set in again. The wheat and cane sugar crops were poor 
in 1910, and espi'cially 1911, whilst tlu' maize crop, which 
was very targe in 1910, fell heavily in the following year. 
The cotton crop is always subject to violent fluctuations; 
it was vciy small iif i(|09. and rt'ached the highest level 
yet recorded in 1911- 

This slowness of recovery, in spite of the tariff revision 
of 1909, combined with the rising cost of living in the 
United States~a phenomenon not restricted to that 
country—and the growing hostility to the groat indystrial 
combinations, many of which had been particularly 
active during the passage of* the Tariff Act and were held 
generally to be largely‘'responsible for the upward move¬ 
ment of prices, to affect unfavourably the political 

1 Compiled from the Statistical Abstract for the United States, 
1918. 
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position of the Republicans, \vho had been in power 
uninterrupted!since 18(17 spite of Prosidi'nt 

Roosevelt’s at'dtudo were widely r('{:;ard''d as fawnirablc 
to the roinbination" and weie derinilely idenlilicd with 
the policy of hiyli jiiotec tu>n 'the elections of the late 
autumn cii 1010 gave the l)el^<Hrat^ a substantial 
majority i» *,'’e llcane of Ri }ni-entatives, though the 
Republicans ‘'till retaiind contio! of the Senate by a 
narrow niaigin, and it lajudly bec.nne appaunl that the 
tariff (jnc'.tion w.i'- to be thi’ (hut, thiaieh not tlie only, 
issue at the next Pic'bh ntial eh i tion. 'I’ht' Deiia'ciatie 
majority pa^-ed tinoueh the Ifon-'e of I'u "entatives 
bills to reduce sub-stantiallv the duties on (otton goods, 
wool and w('olhns, iron and ''t<ii products, and varii'tts 
other commodities; some of tla-'C made no further 
progress, others actually passed the 'seiiati', with various 
modifications, onl\’ to be vetoed b\' President 'faft. 'Ihe 
Republicans gen« ralK' adin 1 tt< <] that a further and e\en 
markedly downward levision of tln' t.niff was ini'vitable, 
even if only as a matt( i of political ex|)t (li( lu \, but they 
urged that no action diould be takui until tin' Tariff 
l.ioard set up under the A( t of tooo* had n jvn ted. T hat 
Ikjard was actively at woik; it wa' undonbledly com¬ 
petent and, dcsjnle its K’ejmbhian oiigni, as nearly 
impartial as possible, but tlm fact that tlie Repnldicans, 
who had passed two impoitant tariff law. during their 
long tenure of ollice, had mver lacognised tlu' necessity 
for any scientific consideration of the jiroblem until they 
saw their power slipping fijoin tlhin, led many eh'ctors 
to regard the appeal to the Hoard as a mere device for 
delajdng revision. In i<|i2 tlie Ifomi' <>{ Repia sentatives 
' failed to make any financial provision for the work of 
the Board, which accordingly (ame to an end. The 
faihtre of the negotiations in t<iJI for rw iproeity with 
Crmada undoubtedly si riouslv damaged the prestige of 
the Republicans, and their prospi (is were made hopek'ss 
by the dissensions in their own ranks wliicli caused the, 
formation of the Progressive party and the nomination 
’ See note on p. 2 .f 0 supra. 
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^ The toreiK^ trade statistics relate to the tweive me 
* Including a very small value of goods re-exported 
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of Mr. Roosevelt as its candidate in opposition to the 
official party nominee, the retiring President. The 
elections of November, 1912, not only sccvl'ed the Presi¬ 
dency for llie Democrat^, in the person of Dr. Woodrow 
Wilson, but gave them control of both the House of 
Representatives and the Senate, in the formjy case by an 
overwhelming majority. 

One international question bearing f)n the general 
commercial policy of the United States was bequeathed 
by the Republican administration to its successor. The 
construction of the Panama Canal was approaching 
completion, and in August, 1912, Congress had passed 
the Panama Carnal Act, which provided for the adminis¬ 
tration of the canal zone, and authorised the President 
to fix, within certain limits, the tolls to be paid by vessels 
using the canal, but stipulated that no tolls should be 
levied upon ships engaged in the coastwise trade of the 
United States (which is reserved to Uniletl States vess('ls), 
and that the tolls for ships of commerce should not 
exceed a certain maximum per net registered ton, nor 
be less, other than foi vessels of the United States and 
its citizens, than the cstimatt'd proportionate cost of the 
actual maintenance and operation of the Canal. The 
British Ciovernment, f)oth before and after the passage 
of the Act, had taken exception to tinse stipulations on 
the ground that they conllicted with the provisions of 
the Hay-Pauncefote Treaty of 1901, which laid down 
that “ the Canal shall be free and open to the vessels 
of commerce and of war of ''ll nations," complying with 
certain rules “ on terms of entire equality, so that there 
shall be no discrimination against any such nation, or 
its citizens or subjects, in respect of the conditions or 
charges of traffic, or otherwise. Such conditions and 
charge of traffic shall be just and equitable.” The British 
Government contended that the words " all natidiis ” 
clearly included the Uiuted 'States, that consequently 
British vessels using tlu' Canal would be entitled to equal 
treatment with those of the United States, and the same 
tolls must be charged for both classes, and further, that 
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unless the'^whole volume of shipping making use of the 
Canal wete taktui into account there c<uil(l be no guarantee 
that the vevsds which actually paid toll would not have 
to lx\'ir more than their fair vhaie of the > '>'-t of upkeep- - 


that is, that the (oils would not he othei (hau " just and 
eriiiitable; V ^The United States (loveininent argued that 
there w'lis* ifolhing in the Ha\-I’anncefote Treaty which 
prevented any (loveininent from giving assistaiua; by 
way of bubsidv, or in any other maniur, to the shijis of 
its nationals which might make use of the ( anal; aiul that 


consequently the United Mates (loveininent wa^ free 
to assist its own shipping, and i ouhl do this by remitting 
tolls or chaiging tln in only to lefund them. And as 
regards other than eoastwisi- shipping, they urged that 
the tolls in fact fixed Iw the President did not discriminate 


between United States and other hijiping, and that the 
British (iovernmeiit had no ground of conqil.imt unless 
and until such disiriminalion was In fact piactised. 


The liritish (lovernment njoined (hat as iig.irds the 
subsidy question, they dnl not dispute the right of (he 
United States to give sik h siqipoit to their shipi>ing or 


any part of it, but they still contuidi d that the Treaty 
provisions did ch bar tlw United ‘states fioin giving a 
su1>sidy in a particular way, tin effect of which would 
be to impose- upon British or other foreign sliippiug an 
unfair share of the burden of the upkei p of the Canal; 


that coastevise trade could not be so completely circtim- 
scribed that benefits conferred upon it would not affect 
vessels engaged in the fofeign trade—especially as there 
was nothing in the United States laws to previmt a ship 
from combining foreign and coaMing trade; and lliat they 
were entitled to protect so soon as the rights ,,f British 
vessels were threatened by the establislimcHt of the 
j^rinciple of diserinhnation, even though it was not made 
operative They acroi^lingly pressed for the n-ference 
of the whole question to arbiiratioii.' 


• The liiploniatic rorn-sponflciice was issued liy the Foreign 
Office as Mtscellaiieoui, No. iz (nji.!), 01 (>.(51 . No. 2 (1913), 
(M. 6583; and No. 5 (1913). 
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The controversy had reached this stage when the 
Democrats took office in March, 1913. The new President 
quickly came to the decision that the position taken up by 
his Republican predecessor was iinti'iiable, and urged 
Congress to repeal the obnoxious provisions of the Panama 
Canal Act. Rut the fact that tliis cours*’'''could be 
represented as due to foieign pressuie aftrUsed strong 
opposition. The President peisivtid, but it was not 
until June, i 9 i.t> piolonged Congressional 

discus.sion an Act was pa'sctl amending the Panama 
Canal Act so as to cancel the e.xeinptioii accorded to 
Umted Statt s coastwise shipping and the power accorded 
to the President to discriminate, in u pect of other 
shipping, between United States and foieign vessels: 
and the amending Act contained a pioviso—which 
was indeed the price of its enactment—that notliing 
in it should be construed as a waiver or relinquish¬ 
ment of any right whu h the United States might have 
under the Hav-Pauncefote Treaty to disciiminate in 
favour of its vesscU using the ( anal, or its right to 
regulate the conditions or ehaigis ot traffic as it 
thought fit. 

Meanwhile a far-reaching revision of the customs 
tariff had been carried thiough. The tariff issue had 
played a very large part in the Presidential election of 
November, mr.l, and the Congressional elections wliich 
preceded and accompanied it. The Ways and Means 
Committee of the House of Representatives, under the 
leadership of Mr. Uiufei wood', had been at work pre¬ 
paring a bill during the session which ended in March, 
1913, and the new Piesident immediately on assuming 
office convoked a special session to deal with the matter. 
The Democratic majority remained solid; the President 
liimsclf took delinitely the leadership: the bill passed 
the House of Representatives epiiy in May, and though 
there was delay subsequently in the Senate, winch made 
many amendments, generally going still further than 
the lower House in the direction of the reduction of 
duties, and in the discussions between the two Houses, 
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the bill was finally passed in October, 1913, and becatiie 
immediately, operative. It represented the most com¬ 
plete reversiU of tariff policy which the United States 
had witnessed fur half a centnry.' The principle of 
may\imun\and niinniuiin rati'.^ of tliity wliicli had played 
so 'h a p;y%.in thr Taiilf Act nt njoi) was abandoned. 
A clause* (jld*ai)pi’ar wha li piovitkd for a discount of 
5 per cent, on all cIiiIun in llie ca^e of good-? imported 
in vessels admittid to ngKlraium under the laws of the 
United .Slate'.-, but witli the piovi'a) that this should not 
be constriK'd mi a^. to abiog.ite 01 in any in,inner impair 
or affect (he piovivioii.. ot any tn aty between the United 
States and any foieign nation As many countries, 
including tlie United Kingduin and (lennany, hud 
treaties with (lie United Matts whieh provided that there 
should be no di •< nmin.itmn against their goods or 
shipping, and the United States Treasury ruled that in 
these eases the elau-.e w.is inuptr.itivi', its effect was 
negligible. The taiilt elassilir.ition was recast radically, 
the minute Laibdiviaoiis of many el.isses of goods (especi¬ 
ally te.xtiles and nn tal wares) being swept away; ad 
valvron rates of duty were hugely suli.stituted for specific 
rates; and the udui tioiis and (veii abolitions of duties 
Were numerous and lai -n.ai hing 

The most striking ehang'' 111,uh' by the ne w Act was 
in the case of wool and woollen manufactures. Under 
the tariff of KfO'j the (.iiities on raw wixil ranged from 
4 to II cents per lb.' a short [xiiorl of grace was now 
given, but as fr.iin l>t (S inber Tst, loi.h the duties were 
abolished. Wooll' ii yarns and otla r guods were subject 
to ad valorem rates of duty, ranging from 35 to 55 
(in the casi' of clothing) bo per cent., and aKo to spt*cific 
duties inipoMd to compensate the manufacturers of 
W^Ueas for the dura s on wool. The abolition of the 
wool duties removed su'ih justification a.s theri: was for 
these “ comi)*-n...itoiy ” sp-ciiic dutie.., and they Were 

.’ The full text * f tlie .\'t, aiul .i st.iti.|i)ei)l .sfinwinj; tlie old and 
new rates ot duty .\o "i t'lo/i.. ,S 7 .«/r. nf ,ltni'*ua—New 

Customs TatnJ .let (is.sue<.l by tfie IVi.iid iil I i.ule .'is Cd. 7128, 
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swept away; and at the same time the ad valorem rates 
were reduced so that only in a limited number of cases 
did they exceed 40 per cent., being thus ge^ierally lower 
than under the short-lived tariff of 1894, when raw wool 
had last been free. Tops were to be charged iS^per cent., 
and yarns 20 per cent. The combination o^ ad valorem 
and specific rates under the previous tariffs'^'ad resulted 
in the actual incidence of the total duties being extremely 
heavy—in some cases the rate was well over loo per 
cent.: it had m fact been almost prohibitive, and sweeping 
as was the reduction now made it was doubtful if it 
would result in any considerable competition from abroad 
with United States manufacturers.’ In the case of cotton 
yarn and manufactures the very elaborate classification 
and specific duties of the 1900 tariff disappeared, and 
were replaced by a comparatively simple schedule of 
ad valorem duties, ranging m the case of yarns from 
5 to 25 per cent, (accoiding to fineness of counts), and 
in the case of cloth, ni>t bleached, dyed, or mercerised, 
or printed, from to 2y\ per cent., with an additional 
duty of per cent, when it had undergone any further 
process. On ordinary hosiery tlu; rale of duty was 
reduced from 30 to 20 per cent.; on cotton gloves the 
reduction was from 50 to 35 per cent. Hut in the case 
of cotton manufacluies, as of woollen goods, it was 
unlikely that the lowering of the tariff barrier would do 
more than allow eoinpelition in the fiiu st (luality products. 
Silk goods had been subject under the tariff of 1909 to 
minimum rates of 45 and 50 pei cent.; the rates in most 
cases were now left at 45 per cent., this high level being 
maintained, in spite of the fact that the industry had 
long been very successful and encountered little com¬ 
petition, largely because silk goods were regarded as 
luxuries, and Iheiefore Miitable subjects for taxation for 
revenue puiposcs. The duties on yarns of jute, flax, 

^ Tfie inquines i>l the T.ir.ff Ito.ird, iii its S))eci.al Report on 
' Wool iind M.iiuil.u tuie.s ol Wool (o)!.:!. .tml lurllicr iiupiiricji 
l»(I ksl to Hie eotuhisioii Hi.it a Hilly of .W pet tent would corre- 
.spoml rouj;lil\ lo Hie le.isi dillen lu e in i ost of proHiictiou between 
Ameneiin and ioieiyn nianul.ietuieis (l'ausi,ig, p. 4W). 
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hemp, or ramie were substantially reduced, as were also 
those on mai]ufactures thereof. 

Turning now to metals and manufactures tlioreof, iron 
ore, pig-iron, spiegeleisen, wi ought iion, fei i o-inanganese, 
iron in slabs and blooms, ami ^teel ingots, blooms and 
slabs (of (iti er than sjacial allo\' stieK) were placed on 
the free Kst, as weu baibt d and galvanised wire of the 
kinds used for fencing, 'teel lails, all agiitultuial machin¬ 
ery and implements, i ash ngistei s. sewing maeliine.s, 
linotype and type-setting mac liiiKs, shoe maeluneiy and 
certain oth( r classt s oi m.uhimiy In all these cases, 
however, United ^t.^t^ s mauufac tniei s wt in an ex¬ 
tremely strong posUiun, and had little, it anything, to 
fear from the abolition of the prottitive duties. On 
bi’ams, girders, joi-ts, ami simil.ir products the specific 
duties Were replaced by a rate of to jx r lent. ad valorem ; 
in the case of boilei plates and she«.ts the late was to be 
12 per cent.: on in ai .ind st< 11 jilati s and sheets (including 
tinplate) 15 ih i cent ; on stei 1 bais <S pin cent., and on 
steel ingots, bloniii., .slabs and bilhts 15 per cint. The 
rates on ferro-alloys wa n ieduced lioin 25 or 20 to 15 Jier 
cent. The duties on penkniw s., pocket knives, razors, 
scissors, and slicans w< ie reduced, but still umained at 
a high level—55 per cent, in the cao‘ (jf penknives, etc., 
valued at nioie than i dollai pei dozi n, 35 ]>ei cent, for 
penknives, etc., vaUu d at not more than i dollar per 
dozen, and 30 pi r ct nt in the case of the other aiticles 
mentioned. Thioughont the nuaal s( hcdiile generally 
ad valorem rates weie -ubsritiili d for the sj.i f ilie duties or 
the combinations of the two foinis whith were common in 
the old tariff 

An important chaiigi was made in lesjiect of sugar, 
which since 1807 had h. i n - iibjirt to a duty of cents 
pgr lb., with a reduction of I for ('nb.m sugar, the duty 
was now to he t{ I'lits (with th> s.inie juoportional 
rebate for Cuba) until May »t, loU), thin after sugar 
was to Ije flee. I'll' po tjioii'ment ol (he change was* 
intended partlv to give (],. - ng.u piodnceis time to 
adapt themselve to tli' n< \v i onditmiis, hut partly also 
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to enable the Government’s new internal taxation scheme 
(the establishment of an income tax) to became operative 
and make good the large loss of revenue consequent upon 
the repeal of the sugar duties. 

Some other changes made by the Act of 1913 may be 
noticed briclly. Cement, hitherto subject to duties of 
8 or 7 cents per 100 lbs., was made free; so were coal 
and coke, which had paid 45 cents per ton, flax (not 
hackled or dressed), hemp and hemp tow, leatJrer and 
boots and shoes, printing paper (other than hand-made), 
soda ash and nitrate of soda, certain tanning materials, 
wood and timber, and wood-pulp. Of foodstuffs buck¬ 
wheat and buckwheat flour, maize and maize meal, 
wheat, wheat flour and semolina, rye and rye flour, 
eggs, meat, milk and cream, cattle and sheep, and salt 
were added to the free list. The rates of duty on barley 
and rice were halved, and that on oats reduced by three- 
fifths. The rates on earthenware and china were lowered, 
but still left at a high level; under the tariff of 1909 they 
had been 55 and Co per cemt. ad valorem, they were now 
to be 35 and 40 per cent, on the cheaper grades and 
50 and 55 per cent, on the higher qualities. Finally, it 
may be observed that the policy of free materials for 
industry did not extend to such commodities as lead ore 
and pig-lead, zinc ore and zinc in pigs, blocks, or sheets, 
and nickel and nickel oxide, all of which were left subject 
to substantial duties, whilst coal-tar dyestuffs remained 
dutiable at 30 per cent, ad valorem, and coal-tar distillates 
(including benzol and toluol)' and a large class of other 
coal-tar products were removed from the free list and 
made dutiable at rates of 5 and 10 per cent, respectively. 

As regards tariff administration, the extensive sub¬ 
stitution of ad valorem for specific duties made necessary 
a revision and strengthening of the macliinery for fh<> 
assessment of values and the prevention of fraud, and 
in this connection the Secretary of the Treasury was 
* empowered in cases where persons selling, shipping, con¬ 
signing, or manufacturing g(xids exported to the United 
States refused to submit their books to the inspection 
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of an accredited United States official—for example, a 
consul in the ^ountry of production—to levy on such 
goods an additional duty of 15 per cent, ad valorem. 
Provision was continued for the imposition of counter¬ 
vailing duties on bonntj -led goods, and also for the 
payment of. drawbacks m the case of exported goods 
manufacture! or produced in tin' United States by the 
use of imported materials or goods subject to duty, 
such drawbacks being equivalent to the amount of the 
duty paid in respect ot such mateiials, less i per cent. 
A curious new piovision laid down that " the Presielent 
shall cause to be ascertained each year the amount of 
imports and exports " under the various tariff headings, 
"and cause an estimate to be made of the amount of 
the domestic production and consumption of said at tides, 
and where it is ascertained that the imports " under any 
head " amount to less than 5 per centum of the domestic 
consumption of the articles enumerated he shall advise 
Congress as to the facts and his conclusion by special 
message, if deemed important wi the public interest." 
Finally, the President was emjiowered " for the purpose 
of readjusting the pusent duties on importations into 
Ihe United States and at tin- same time to incouragc 
die export trade," to lugotiate lacipiocity agieeiiieiits, 
subject to the appioval of Coiigiess, 

The summary given in the ])untling par.igiaphs will 
(lave indicated sutliciuitly tin geiieial < liai.a tei of the 
iiew tariff. The cii.ingi-- wliii h it made, exteiisivi’ as they 
iVerc, were probably im])orlant less in tin ir efhet tijion 
the industry and liatU of tin- Undid Stat<s than as 
ndicative of a feeling that the high jnotedion which 
!iad been inaugurated by the M'Kinhy lariff of 1890, 
ind after a temporaiy s^ th.uk 111 1804 wa . Imnily estab- 
ishei^ in 1897. had scivad tlie pin poses of even its 
itrongest advocatiand that Undi d States industry 
lad Fcachcd a stage of devi lopftieid .d w!ii< h it had 
ittle cause to fear f<,ii ign eoinpetdion, < x< ept in a few 
pecial cases. No nal opj>oitnndy, lemi vi r, was 
ifEordcd for the new tariff to lx; testeil, Lcfoie it had been 

iH 
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in operation for a year the great European War began, 
and the whole world-conditions of commerce and industry 
underwent a series of dramatic and sleeping changes. 
The energies of the great industrial competitors of the» 
United States were diverted almost entirely to the 
supply of munitions of war; Uermany was deprived of 
access to the American markets; and ultimately the 
United States enteied into the war. In these circum¬ 
stances the tariff could have little mllueiice on, the course 
of United Stales manufacture and trade. 



A BRIEF BIBLIOGRAPHY 


Taussig, T'. T.itti/ lU^l-uy nf the I'nilul .s/.Ucs Sixlli 

edit 11)11 11)1 ), 

Taussig, I-' \V .SAj/,' mul S/'mlirf on llii I nnff I'Sij^. 

IaUsMG, I'. \V I iw I,nil/ Ihl'oU of 11)1X1 nnd Ihr tanl/ 

Act (in Qiunliily jounuil of I loncnih Novi min i . nion) 

Radueno, I' I'lui .] nii'i ii III! ftnilf Polity Snoiul edition. 
11)03 

Takui;i.i., Ida M Fhi Tanfj in ou> I'linc^ ii)ii. 

VVKiGin.C \V ]i'ool-(,n>u tni; (in/l Ihr Tiiii/I I'lio 

Stanvvoou, !•;, .iiiwnctin Tail// (.oHtrnvt'r^if’t in the Xtiu’leculh 
Century 2 \ols oio^ 

BoluES, a. S P1H111U III/ History of the Vtnted Sttitei- 5 vols. 
1886. 

Divwny, D K I-tivinnal Ih-,t-.))y (<j the Vniteil Stutei i')oj 

Hill, W. The I n-^t Stnye’. oj the liinf/ Po/ny of the United 
States (l’iil)lu alioiis ol llie Auivru an I'xinoniii A.s,soi lalion, 
vol. vni , No o) 

Goss, A D. History of Ianff Adininistrakon (Colniiilna Gjllegc 
Studios). 

Young, Edwakd Spetud Uepoit on Customs Tari/j l.e/tislatton 
(House Exoi,utivo DoLumonts, .j-’iid Conj^ro.ss, Jnd Session, 
No. toy). 

Reciprocity and Commercial 1 uatics (Uiiittd Stales Tantf Coin- 
mission, lyiy) 

Mayo-Smith. J< , and Si.mgmin, ii 1 ' A The. Cnmmcriial 
Policy of the United Stah s (in Die Uandtlspolitih dcr wnhtl- 
gern KultHrstaatcn, publisln d by llic i'eretn fur Sozial-Pohlih, 
1892) 

Connor, J. E Indnstrud (auas af/ccting .Irmrtian Tionnmto 
Policy since the Cioil II ar (in . I nnals of the . I nieruan Academy 
of Political ami Sot lat ^tumc. \ol xxiii , No 1 

Dsuokne, j. ii Piciproiily III the American 1 ari/f System (ill 
Annals of the A merit an .liudtiiiy of Political and Social 
Science, vol xxin , No 1) ^ 

iViLLls, H.l’ The / a>///"/I i)oi) (ill Joninal of PolitualI.coriomy, 
NovenilxT, uioo. and f.iniiaiy, loio^ 

^ISK, G. M the Piiviie Aldtuh I anff (in tbi. P'/lttical Science 
Quarterly, Marcli, lyio) 

203 



266 A BRIEF BIBLIOGRAPHY 

Patten, S. N. The Economic Basis of Protection. Second edition. 

1894. 

Low, A. Maurice. ProtecHon in the United Stf^tes. 1904. 
Wright, Carroll D. The Industrial Evolution of the United 
States. 1897. , 

Hart, A. 15 Tormatwn of the Union, 1750-1829 (in Epochs of 
American History). 

Wilson, W. Division and Reunion, 1829-1889« (in Epochs of 
American History) a 

Brvck, J. The American Commonwealth. Tliird edition. 2vo1b. 

1895. 

Statistical Abstract of the United States (jiublifjhed annually). 
Twelfth Census of the United Stales (vols. vii.-xi., " Manu- 
facliiu-s ”). 

British and foreign Trade and Industry (Board of Tirade, Cd. 4954. 
1909). 

Tariff .'lets passed hv the Coni^rcss of the United Slates from 1789 
to iH<)5 (sB'i Coiigicss, 1st Session, Senate Document 
No 219) 

Return respecting the Customs Tariff of the United Slates (Board 
of Trade, Cd 7579. 189.1). 

Imports and Exports, 189.1-1907 ((wtli Congress, 2nd Session, 
House Document, No, 1501) 

United Stales of America — New Customs Tariff (Board of Trade, 
Cd. 485(1. 1909) 

Untied Slates of America~.\’cw Customs Tariff Act (Board of 
Trade, Cd 7128 191.^) 



PART III 

FRANCE 




aiAPTKK I 

FRENCiI commercial policy, 1780 TO 1880 

Tiik Revolution of I78() List economic unity to 

France. Until that time internal comnu'ree was ham¬ 
pered by innumerable tolls and feudal dues, by the rij'ht 
of the varioirs provinces to im.pos(' custmns duties against 
each other, by the prohibition of the movement of 
commodities, particulaily of foodstuffs, from one part 
"of the country to anotlur, and by the diversity of the 
provincial tariffs upon foreign products. The transit of 
goods through the countiy was so costly as to lx* almost 
impossible.* The Constituent Assembly swept away all 
these obstacles; in 1700 it abolisiied the Internal tolls 
and the provincial taiiffs, and it establislu d one common 
and uniform tariff against foreign countries in 171)1. 
The new duties were fairly moderate; they ranged from 
5 to 15 per cent, (or in a few case s 20 per cent.) on manu¬ 
factured articles, and admitted fri'C most raw materials 
(such as hides, wool, flax, and iron) and foodstuffs, such 

as corn and cattle. It is true that there were a number 

• • 

of prohibitions of import, but very h'w were of any 
economic importance;^ and the prohibition of exports, 
to any considerable c.xtent, only came when war was 
inevitable, and could be justified as a war measure. 

But this was not the whole of the economic reform 
made by the Constituent Assembly. It alxdished such 
serfdom as still existed anvaig the rural ]x»pulation, and 
arranged for the cessation of thf remaining feudal dues; 
it reformed taxation by making all chasses of the com- 

260 


‘ Levasscur, i p 3.4. 


’ Am6, i p 53. 
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munity liable: it suppressed the industrial privileges of 
the guilds, and threw all trades and professions open to 
everyone that cared to enter them; it nfade an end of 
trading privileges both at home and abroad;^ and on the 
whole it gave France the opportunity of the fullest and 
freest development of her industrial and commercial 
resources.® Itut in 171)2 w.ir broke out, an'd gradually 
the tariff policy of France became more and more re¬ 
strictive. All existing comnu'Kial treaties, yspccially 
(he one madi- with Cireat Itritam in 1786, were annulled, 
and the prohibition of (he export of commodities was 
extended; and then the National Convention, recognising 
that Great Britain was its most dangerous foe, entered 
on the attempt to cripple her by destroying her foreign 
trade. In March, 171)3, fi*'-' entry into France of certain 
commodities coming chielly from (ireat Britain was 
prohibited, and in October of the same year, as that 
measure did not sulfice, the import, sale, and use of aU 
commodities made or manufactured in the United King¬ 
dom or in the British Empire were forbidden under 
extremely heavy penaltiis. Yet even this enactment 
fell very far short of attaining the desired end,® and the 
Directory found it necessary to go stdl further. It 
ordered that a large number of commodities, whatever 
their place of origin, should be rcpitlcd to be British 
produce, and should be liable to be seized as such wherever 
found. But this extreme mea-.ure also proved insuffi¬ 
cient; certainly by 1802 the customs revenue had fallen 

‘ The privileges enjoyed by the Indian Company were abolished 
(Levasscur, i. .42). 

• “ Elle aviut 1 rouv 6 le cultivateur censitaire, corv6able, ou 
memo cn ciuehiucs lioux serf, la terre cliarg6e do droits fdodaux; 
elle fit I’lin et raiitro libres. Ellc avait trouvC* I’liulustne gfinte 
par Ics m.attrises et juramles, par la multiplicity des imp6ts in- 
dircc.ts, par Ics jiriviIOges, Ic commerce o.itravy par les compagnics 
priviiygidcs, par les barridres do douancs; elle supprima* lea 
obstacles et tlCddaya la carriere do van t I’industrie et commerce. 
La loi du 2-17 Mars lytx' yiTymcipa I’lndustne; cclle du 7 Janvier 
1791 constitua la propriC-tiS di's iiiventcurs; cello du 2-15 Mara 
1791 fonda sur un tanf mod6ry et umforme les relations commer- 
ciales de la France avee l’6trangcr ’’ (Levasscur, i. p. 46). 

s Am6, pp. 36-7. 
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to 42 million francs (of which 11 millions were swallowed 
Up by the cost of collection), but an enormous smuggling 
trade had arAen, and the French ('lovcrnment, in spite 
of its efforts, could not prevent llie constant influx of 
British goods. 

Under the Consulate, with Napoleon liolding practically 
supreme powa'r, tin- same policy was jiursued, but its 
further application was delayed for a time by Hu* negotia¬ 
tions wjiieb pr('e<(lid tlw' Ti<a 1 \' of Amiens, ami the 
signature of that treaty in Marcli, 1S02. Tbtnigh 
Napoleon deeliind to aecej)! llie eonlenlion of the British 
ministry that the signature of the tia aly of peaei- restored 
the conumaeial relations of the two countries to their 
position under the agreement of I78('), Ik- showed himself 
willing to make a fresh arrangement, and negotiations 
commenced, only to be brought to an abrupt end by 
the renewal of war in May, 1803. After Trafalgar, 
Napoleon, now become Emjxror, began his supreme 
effort to break (Ireat Britain’s industrial and commercial 
power by isolating her from Continental Eunipe. 
The Berlin Decrees of Novi-mber, 1806, with their seijuel, 
the Milan Decrees of 1807 and iSoH, prohibited all 
commercial relations between the countries under Napo¬ 
leon’s control (that is, the greater part of Europe) and 
(Ireat Britain, announced that that country was in a 
state of blockade, and declared all vessels which had 
touched at British ports to be lawful prize. Meanwhile, 
the French tariffs were steadily rising; there had been 
a great increase in the dlities or* colonial produce in 
18^, and in February and August, 1810, they were 
raised to an extraordinary height.* There were advances 
also on manufactured goods, but in spite of this and the 
prohibitions the manufaetureri were constantly asking 
for yet more protc-ctiitn.^ 

The disorders of the y<’ars of the Revolution 

‘ Thus in 1806 tlic duty on .sugar joo francs per ioo kilogs.; 
bytheendof 1810 it was 400 fr.nu s In llK-sanu pcnorl the duty 
on coffee rose from 150 to .joo francs, on co< 0,1 from 200 to 1,000 

francs. 

* Am£, i. pp- 57. 59. and 61 
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had almost destroyed the good effect of the liberating 
work of tile Constituent Assembly; up to 1799 trade and 
crmmerce in France i at her declined thSn advanced. 
With till' rise to power of Napoleon, who really cared 
for industrial progiess, and with the le-estahlishment of 
internal ordir, tonditioiis began to improve, but the 
Exhibitions of iSoi and 1H02 showed that, diripite this 
imjirovenient, industry had not yet risen again to the 
level which it had reached hefon.' the Ih vohitioii-’ Hut 
between 1802 and 180G there was distinct, if gradual, 
progress under the fostering care of Chaptel, the Minister 
of the Intel lor; and at the Exhibition of 1806 the (jovern- 
ment could point to the fairly prosperous condition of 
French manufacturi's, particularly those' of woollen and 
cotton goods. It could boast also of the increase of 
coal-mining (though this was rhielly in the Belgian 
provinces), of the commencement of the steel works at 
Creiisot, of llu' improvi'inent of tlu' highways and canals. 
The upwaid move'iiK'iit continued for some yi'ars after 
1806, and the NapoK'onic period may bi' said to have 
witnessed the commencement of the industrial revolution 
in France' it is true that machinery came in only very 
slowly, and in this respect France lagged far behind 
Great Britain, ( hielly because fuel was dearer and manual 
labour cheaper than in the latter country; but, never¬ 
theless, there were many improvements in industrial 
methods. The output of thi' sme lting works increased 
from 1,058,000 cwt. in 1780 to 1,625,000 in 1812, whilst 
the production of bar-iron rose from 723,000 cwt. to 
1,155,000 in the same period. There was a considerable 
growth in the textile industries, in spite of the way in 
which the cotton manufacturers were hampered by the 
blockade of raw materials; in the productions of the 
chemical and tanning industries uhder the stimulus of 
new scientific processi's; in the manufacture of glass 
and porcelain; and in sng2r refining, encouraged by high 
"prices and bounties. Foreign trade increased up to 
1806, but after that date, with the extension of the 
> Lcvasscur, i. p. 455. 
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" continental system,” it rapidly declined. The tollow- 
ing table gives the movement of foreign trade for the 
wliole period of Napoleon’s government of France ;—^ 
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But tiu re was a reverse side (o llii'- uuln'.tiKil progress. 
The developnienl was essenliallv aitilieial, it was the 
outcome, not so much of tlie enietpnse ol I'rench manu¬ 
facturers, as of tli(' (•omj>uKion laid iijion consumers to 
have recourse to tlieiii, and (heir undistuibed sway in 
the home market. Except in a few cases there was no 
considerable improvement in tliui nnihods, and “after 
being kept apart for a cjuailer of a century from all 
regular contact with the jnodu<ts of tlie P>n(ish manu¬ 
facturers, we [f.e., tlie Fieiirh] found oniselves at the 
establishment of peace even' furtlK i* behind than was the 
case prior to the war; whiKt madiineiy had gradually 
developed in England, in I'r.mn' it had math' vety little 
progress.”* Moreover, theie was much over-speculation 
in France, followed by extensive monetary' dilhculties, 
and the bad harvest *of i<Sii made thing wor^e. The 
result was a commercial cfi-.i> in the years iSii to 1813. 
Napoleon recognised that his .attempt to destroy the 
economic basis of (ireat Britain’s power had failed, and 
that the "continental system” had resulted only in 

‘ Based on Levasseur, i. p 493. * Amd, i. p. 67. 
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considerable disaster to the French ports. He tried, 
therefore, in 1813 to improve matters by granting licences 
enabling certain goods needed for French Manufactures, 
such as cotton, tobacco, lumber, to be brought in ships 
so licensed at a duty of only 50 per cent., on condition 
that the same ships took an outward cargo /)f French 
products.' Ihit it was too late to save the ?»ituation; 
the commercial disorder and gener.al collapse discredited 
Napoleon’s stalesinaii'-liip, as tlu* di>astious liussian 
campaign did niuch to destroy his nnlitaiy reputatif)n. 

The Ki'stor.ation Monarchy was called on to deal with 
an extremely dillicult problem. The economic policy of 
Napoleon had brought into existence a small but power¬ 
ful class of iron-masters and textile manufacturers, who 
were bent on maintaining their monopoly of the French 
market, and dreaded the threatened invasion of British 
goods. The landowners were anxious to keep up the 
high price of grain. In April, 1814, the Comte d’Artois, 
acting as Lieutenant-Cwneral of the realm, issued an 
edict greatly reducing the duties on coffee and sugar, 
and practically abolishing those on raw cotton. The 
merchants holding stocks of colonial produce, and the 
cotton-spinners, who also thought that the value 0) 
their stocks would consequently be depreciated, were 
at once aroused, and, by representing the Government’! 
action as the first step towards the abandonment 0: 
Protection, the opponents of the new policy were able 
to carry all the manufacturers with them. In a pctitioi 
to the King in 1814, the Chamber of Commerce of Rouci 
went so far as to declare that " proliibition is the out 
come of political and social rights. From the manufac 
turer who has made use of all his financial resoiuces ii 
order to establish a factory, down to the workman whi 

‘ " Pour cetto ftun^o (1813) no pouv.int plus espirer la paix d 
la ddtressc de I'Anglcterrc, et ii'ayani a rattondro que des bataille 
qui allaicnt sc hvrer en Allci.iaRnc, vouUint de plus rendre au: 
■'villes de Bordeaux, de Nantes, ilu Havre, de Marseilles, qaelqn 
activity coinmerciale, NaiM> 16 in avait accord6 unc quantity d 
licenses telle qu’on jxiuvait consid^rer comme presquo r^tabli 1 
commerce avec I’Augleterre ’’ (Thiers, quoted Am6. i. p. 48). 
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finds there the means of existence for himself and his 
family—all demand, with perfect reason, the right to 
be the sole Source of supplies for home consumption.”^ 
Though inclined to give up the system of proliibition, 
and convinced that the economic piogress of France 
could onl;^' be secured by allowing foreign competition,® 
the new ^.lovernment was not able to resist the pressure. 
Absolute prohibition was maintained in a great many 
cases, jind with regard to others high Protection was 
adopted, and the recoul of the economic policy of the 
Restoration inonarcliy is simply the story of a (jovern- 
ment attempting to hold the balance between the party 
which favoured commercial liberty and the various well- 
organised groups representing pailicular interests, and 
forced again and again to go much further in the direc¬ 
tion of Protection than it desired. The Tariff Act of 
1816 made it perfectly clear that, for a very long time, 
France would adhere to the commercial policy wliich she 
had adopted during the war.® 

It would serve no useful purpose to describe the tariff 
legislation of the Restoration Monarchy in detail; it will 
suffice to give some illustiations of the manner in which 
the policy of Protection was carried out. To take the 
most conspicuous example in 1814 it was ('stimated 
that iron from abroad could be deliveied in France at 
from 30 to 40 per cent. Ixdow the French cost of produc¬ 
tion, and the Government, in order to help their own 

manufactures, proposed a sped tic duty on bar-iron of 

• 

* Quoted in Ani< 5 , i. j)p 68-9 

* Saint-Cricej. the Dire« tor-Gcneral of Cu.stoms and the real 
guide of the economii' jxihryof iJie Hestor.'ition Monarchy, wrote: 

Nous aurions moms do progres .'i f.nre si tine trop longue in¬ 
terruption dans nos relations coniincri laks n’cut consUtud une 
prohilbition i I’atin ile on a pii neghgei. sans danger, 

des moyeiis dc jx;i fc( iioipicnH n t < pi’line hc-iin usc! rivalild n’aurait 
pas inanmid de ddvcloiipcr ” 

* The Naixileonii. W.irs e-xen tsed the s<iine inliiience upon sub¬ 
sequent commercwl jxdiey in l-'tancc .us the Civil War in the 
United States. In hotli c.ises .1 system of high Protection was 
called into existence (llioiigli for ditleieiit le.isonsj by war,and the" 
interests to which it g.i\e nx-, and tlie m.inner in winch people 
became accustomeel to it by its long duration, secured its continu¬ 
ance in lime of oeace. 
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15 francs plus 10 per cent. (=16 francs 50 centimes) 
per 100 kilo., which was calculated to be about 50 per 
cent, ad valorem. The manufacturers werC not satisfied 
—they desired prohibition—but they accepted the pro¬ 
posal, and in spite of the opposition of the seaports it 
was carried. The ministry intended it to be merely 
a temporary measure to offset the disadvantc^ges under 
which the French iron-masters laboured, and to give 
them time to improve their works; and the dptics, it 
was thought, should therefore be giadually reduced.^ 
But by 1822 the invasion of British iron, produced by 
better methods than the Russian and Swedish products 
with which France had been supplied up to 1814, had 
greatly reduced prices, and the average had fallen from 
about 36 francs (duty free) per 100 kilo, in 1814 to 
22-23 francs in 1822. The French manufacturers 
asserted that they still could not compete; and in 1822, 
in spite of the facts that the iinpoits were tailing and 
that the native industry had admittedly made much 
progress, the (jovernment was compelled to increase the 
duty to 24 fiaiics plus 10 per cent. (=26-4 francs) per 
100 kilo. The net result was a duty on foreign bar-iron 
of about 120 per cent, ad valorem ; and a little later there 
was a slight fuither increase." The imports of British 
iron fell froni 1,463 tons in 1823 to 330 tons in 1825.® 
In 1820 then had been increases in the duties on steel 
and various kinds of stei'l goods; and in 1826 there were 
further advances on iron plates, cast-iron, and wire. 

Another, and even moie important, example was 
furnished by the agricultural duties, to which the various 
Governments of France had always paid considerable 
attention. In spite of the advocacy of Turgot, it was 
not until the bu nch Revolution that the free movement 
of grain from one pait of France to another had been 
peimitied.' Oiiginally in 1814 it was proposed to 
prohibit the e.xpoit ol corn and allow its free import, 
but in Seplembi r of tl.vd year, in order to prevent prices 

‘ IBr.nult, i» 7( “ .Xtiie, i gp. 145-7. 

3 « ... .. i //.«./ L-te- 
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at home from falling too low because the producers were 
compelled to sell it within the French borders, the whole 
country wasMivided into three zones, and export was 
permitted when the prices there had fallen respectively 
to 23, 21, and 19 francs ])er hectolitre. In 1816 this 
principle was retained, but a Mnall revenue duty on 
imports ^vas established. Jfy i8ii), however, the reac¬ 
tionary royalist party was using to power and seeking 
to basii its political position upon the support of the 
agrarian interests; and it seciiied a leversal of the policy. 
The price of corn in that year was low< i than it had been 
for some time, though not lower than the average for 
the period 1800-14;^ the faimeis leared the glowing 
invasion of Russian gram, stmiulaleil by the bounties 
given by the tjoverniiieiit troiii November, 1816, to 
SeptcmlxT, ivSi7, to meet the, distress caused by the 
war of the Hundred Days and the second military occu¬ 
pation of France. So in iSk; the three-zone system was 
continued, but the importation of corn w'as made subject 
to a li.xed duty and a surtax varying at cording to the 
amount by which the home juices fell below a certain 
level; and linally iniporlation was to be juohibited 
altogether when the juice in the three zones lell to 20, 
18, and i6 frants jier litctolitie. jlul this did nut satisfy 
the ultra-royalist agrarian jiaity, and in 1821, linding 
themselves in a strong niajonly in the Chamber, they 
forced on the ministry a law wliit h raised the limit at 
wliich the surtaxes on imjioi ts w'cre to commence, divided 
France into four zones, and laiseQ the points at which 
prohibition should conic into force to 24, 22, 20, and 
18 francs resjiectively.“ Another concession was made 
to the agrarians in the case of wool. In 1814 the Govern¬ 
ment had ju'ojioscd an exjioil ilnty of *30 francs per 
100 kilo, on the b< ttei*kind- of waslh-d wools and 13 francs 
on the same (jualities of ynwaslud wo<il-—whilst imports 

• 

1 Tlic :iv(. piuifoi i rtc, i -1 ) w.is _■ i • ; i ii.iin ,s | i i lieclolllrc, , 
in iSio it vv.is z.s-ii ii.iiii s, .iiiil III I'St/, ((’OU Ir.iiH s la iSlS 
it hail fallen to -'.po.-, ti.iuLs 

^ litantll. jij) 70 
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were to be free, or rather subject only to a small weigh¬ 
ing-duty; there was a sharp conflict between the manu¬ 
facturers of woollens, desiring the fre(f import and 
prohibited export of wool, and the wool-growers, whose 
wishes were naturally to the contrary effect, but ulti¬ 
mately the Government plan was carried.^ But by 1820 
political conditions had changed; the export duhes on the 
belter kinds of wool were accordingly reduced, the 
prohibition hitheito maintained of the export- of the 
commoner kinds was abolished, and import duties were 
imposed of 60 and 20 francs (according to kind) per 
100 kilo, on the finer sorts, and 15 and 5 francs on the 
commoner qualities. After 1819 imports declined, but 
in 1822 the duties on the cheaper wools were again 
increased; there Were further advances with a more 
detailed classification, made for all kinds in the next 
three years, and completed and confirmed in an Act of 
1826. 

These instances may sullice to show the general trend 
of commercial policy during the Restoration period— 
many other industries could te-ll the same story. It 
was a policy of Protection continued from the Napoleonic 
era, originally in the interests of the manufacturers; 
but as the reactionary and agrarian party gained the 
upper liand in Parhainent, the system was generalised,^ 
and extended paiticularly to seive the purpose of agri¬ 
culture,® though some compensation was offered to manu¬ 
factures in the form of bounties on exports, and draw- 


‘ Ajn6, i. ])p 76-0. 

’ An cxitmple of care for native industries is furnished by the 
Commission of which asked for Iho proliibitioii of dye-stuffs 
made from wood.s, so that the French mcrcliant marine might 
get the extra aiaount of freight involved in tarrying the wood 
instead of cxtraels. wliu li rejiie-sentod only J or 3 (xir cent, of tho 
weight of the “ lualiOre premiere ” (Am'e', 1 p. IZ9). 

* The Act of 1S.22 increased the rates ot iluty on cattle for food 
purposes, coniinon wool, llax, olives, and other agricultural pro¬ 
ducts, in the mteicslsof the h'- emli proiliuers, and on rice because 
it competed with wheat ,uia foodstutt Sub.sequently the woollen 
duties were nureased by a senes of roj.d oidinances; these were 
consolidated by the .\c toll S.;(), whu h also increased the rates on 
cattle and hops. 
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backs.* The culminating point was reached in the 
Tariff Act of 1826, which completed the whole scheme of 
Protection, and seemed intended to make France almost 
entirely self-contained. 

But there are two other I)oint^ in connection with 
French confmcrcial policy aft('r wliirh should be 

noted. The first of tiu'se relates to sugar. Uniler the 
law of 1816 the colonial possessions of France enjoyed 
a considerable advantage, in resp('rt ol rates of duty, 
for the sugar which they sent to her. and in 1810 they 
supplied 34 million kilo, out of a total of ',0 millions 
imported. Fait they were still not content, and asked 
for a reduction in the rate of diitv^ on colonial sugar and 
the prohibition of all other kinds; the Crovernment 
would not go so far, but gave the colonies a further 
preference of 5 or 10 per cent., according as the foreign 
sugars were or w'ere not imported in French vessels. 
This almost destroyed the non-coloni.al importation, but, 
as the colonies still complained, there wvre further 
increases on foreign sugars so as to raise the price of the 
whole supply in the home maiket, and aftiT the legis¬ 
lation of July, the rate of duty on colonial sugar was 
only one-half of that levied on other kinds. An inci¬ 
dental effect of the high prices was a stimulus to the 
beet-sugar industry.* 

The other noteworthy point is the treaties made with 
the United States in 1822 and Great Britain in 1826. 
The Restoration Monarchy ’had commenced with the 
idea of developing the commercial relations of France 
with the other’Powers by means of a scries of treaties,® 
but in face of the strong protectionist movement this 
was felt to be impossible, and, in fact, there* were sharp 

• These were in respe< t of .sng.'ir, wool ami woollen y.irn, manu¬ 
factures of lead and topper, drc.sscd hides, .straw hats, and soap. 

• Am6, 1 . p. 130. * 

• In 1814 the Ministry wrote to tht- Ch.'imhers of Commerce: 
" Nous sommes i la vcille de rep'-endre aws les penples qui nous 
environnent nos anciennes relations. . . . Ne perd.:z pas de 
vue quo tout est r^eiproque ici; quo nous n’avons rien i exiger 
des autres nations; <pi'il nc i>eut 6fre ipicstion quo d’avantages 
muluels A ncgocier et slipuler " (quoted by Levasscur, i. p. .563). 
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conflicts with Prussia, Russia, Sweden and the Nether¬ 
lands. In 1820 the United States replicd^to some French 
tariff changes by increasing the dues payable by French 
vessels: France replied in the same way, and also by 
granting bounties on the importation of cotton in French 
bottoms. The two puities then, in i822,»came to an 
agreement, which put their shipping on e^ual terms. 
The same arrangement was made with (ireat Britain in 
1826, with results on the whole disadvantageous to the 
French carrying trade.^ 

The following table gives the movement of French 
foreign trade between 1816 and 1830. The figures for 
the earlier years are for the whole of the imports and 
exports; it was not until 1827 that the “ special trade ” 
(i.c., imports for French consumption and exports of 
French produce) was distinguished, and in fact it is only 
from that year that there arc statistics on which any 
real reliance can be placed.^ 


Yi’.tr. 

General Tradu [ 

1 

Special Trade. 

Iinj’x^rU 

. ' Impoi ts for Iloinc 

L)i.ports Coiisumpli-ni. 

Exports of 
I'rencli IToduc*. 


Million £ 

Million £, , 

Mllllnll £ 

Million £. 

1816 .. 

9.7 

21*() \ 



1817 .. 

n -3 

l8-() 



1818 .. 

I,V 4 

20*0 



1819 .. 

11-8 

i8-5 



1820 .. 

>. 3’4 

21'7 



1821 ., 

l()-0 

lb*2 

iNot available 

Not available 

1822 .. 

17-0 • 

15-4 ' 



1823 .. 

14-5 

i5’0 , 



1824 .. 

1 18-2 

17'fi ; 



1825 .. 

i 21-4 

20-7 



1826 .. 

1 22*6 

22-4 ; 



1827 .. 

1 2 2-6 

24-0 


20*3 

1 1828 .. 

, 24-3 

^ 4-4 

i8‘2 

20*4 

1 1829 .. 

. 24-6 

24-3 

19-5 

20*2 

j 1830 .. 

25-4 

22-9 

• 19'0 

l8-l 


Towards the end of this period there came a distinct 
reaction. There had always been a coirsiderable body 
of opposition to the policy of extreme restriction, ai^ 

‘ Brandt, pp. 85-6. ‘ Foville, pp. 266 so}. 





POWER OP PRIVATE INTERESTS 281 

this increased in vigour as manufacturers felt the dis¬ 
advantages of Jill-round Protection, and as the interests 
of particular groups exercised too evident an influence 
upon legislation. The Ministry of Martignac was con¬ 
scious of the turn of public feeling, and appointed in 
1828 a commission of iiujuiry, whirli reported that in the 
conditions *01 French industry a jxilii y of “reasoned 
Protection “ was desirable, but that great care should 
be taken*to prevent the aid given to one industry from 
damaging another.* .‘st. Criiap now Minister of Com¬ 
merce, prepared a scheme of l effu in, but its consideration 
was prevented by the political confu'-ion which ended 
in the overthrow of the throne of Cliarles X. Surveying 
the economic policy from 1814 to 1850 as a whole, few 
students will be inclined to dissent from the judgment 
of Levasseur, that it is not so much the theory of Piotcc- 
tion adopted by the Restoration Monarchy that is to 
be condemned—for it was the outconu' of the particular 
conditions of France and Furoiie, and of a particular 
habit of thought—but the aggravation and elaboration 
of the resultant policy for twelve years at the dictation 
of private and sectional interi'sts * 

1 Levasseur, i p. 501- 


Ibid , i. p. go-p 



CllAl'lLvK II 

THE MONARCHY OF JULY 

The new monarchy set up by the Revolution of July, 
1830, was not likely to make any radical changes in the 
now almost traditional economic policy of France. 
Under the influence of the reaction against the extreme 
Protection of the last years of the Restoration Monarchy, 
Louis Philippe and his advisers were themselves pre¬ 
pared to make some amendnumts to the tariff; but they 
had been placed in power by the middle classes, who 
desiied, above all things, to avoid the disturbance likely 
to be caused to trade ami commerce by the more drastic 
political changes advocated by the republicans. The 
Government boasted of its origin; it accepted the task 
imposed upon it by its creators; and it deliberately 
endeavoured to administer the country in their interests.^ 
It is true that the Parliamentary franchise was lowered, 
but in the existing economic conditions of France this 
tended only to strengthen the control exercised over the 
legislature by that scctiop of the middle class which 
was chiefly interested in trade and commerce, and, whilst 
not unwilling to sec the protection given to the land- 

• “ La tiolUitiuc quo nous soutenlons ct pratiquions alnsl avalt 
son principal point d’appul dans I’influence pr6pond6rante dea 
classes inoyennes: influence reconnue ct acccpt6e dans I’intdrfit 
gindral du pays, et souniise 4 toutev, Ics dpreuves, A toutes les 
influences dc la libert6 g6n6ralc. . . Les clsisses moyennes, 
sans aucun privilege nl limitc daiis I'ordrc civil, ct incessamment 
ouvertes, dans I’ordro poUtiqiie, au mouvement ascendant de la 
nation tout entiere, dtaient, a nos yeux, les meilleurs organes et 
lea meilleurs gardiens dfcs principcs de 1789, de I’ordre social comme 
du couverncnicn t constitutionnel, de la liberty comme de I’ordre, 
des libert^s ci viles comme dc la libert6 politique, du progrfe comme 
de la stabilit6 ” (Guizot, Mfmoires, vol. viii. pp. 522-3, ed. 1867). 

. 28^ 
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owners reduced, was quite resolved not to allow any tariff 
changes likely to endanger its own position. Throughout 
the whole pevod 1830-48 there were few substantial 
modifications of the customs duties—though there were 
important changes for the better in the administrative 
arrangements of the customs seivice—and the Legis¬ 
lature almost always showed itself much less liberal than 
even the Itxecutive. 

The earliest enactments undtT the Monarchy of July 
were concerned chielly with the transit and entrepot 
trade. In 1S31 and 1832 the restiictums upon the 
transit of foreign merchandise through Fiance were 
mitigated, and the system of bonded waiehouscs re¬ 
arranged and developed. The Chamber reduced the 
number of ports at which the Ministry recommended 
that these warehouses should be permitted, but the main 
conflict arose over the proposal to authorise the establish¬ 
ment of similar warehouses at certain inti'rnal trading 
centres—Paris, Lyons and Strassbiirg. They had existed 
there before, but that did not pri vent the seaports from 
making a determined opposition to the system, since 
they believed that their own trade would thereby 
be reduced. However, the Government scheme was 
carried.' 

The next reform suggested by the Ministry did not 
secure even so limited an acceptance. The corn laws 
were working in a very unsatisfactory manner; the zones 
were badly arranged, and the selection of the markets 
whose average prices were do determine the opening or 
closing of the ports to foreign giain was open to many 
objections; the constant changes and resulting uncer¬ 
tainty hampered merchants; theie Were great iiKqualities 
of price betw’ecn the various parts of the •country; and 
although the average htime production of corn was slightly 
higher in 1827-31 than m 1822-26, yet the average 
price showed a very considerably- increase.* The Govern- 

‘ Am6, i pp 181 •ieq • 

• The average production of corn was alunii 57 million hecto¬ 
litres in 1822-26, and 58 millions in 1827-31. The following 
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ment, therefore, proposed that the absolute prohibition 
(in certain cases) of the import of grain should be aban¬ 
doned, and replaced by an extension of the sliding scale 
of duties; that the country should be divided into two 
great districts instead of four zones; that the price of 
bread should be taken as an index instead of the price 
of corn; and that in cases of scarcity the surtax on grain 
imported in foreign vessels should be suspended. But 
friends and foes alike had come to regard the grain duties 
as the corner-stone of the whole protective system;' 
the manufacturers made common cause with the agrarians, 
and only the first of the proposals was adopted. But 
its application was postponed until 1833; by that time 
prices were falling, as a result of the particularly good 
harvest of 1832;^ the application of the law was then 
adjourned until “ the revision of the tariff,” and as that 
event did not take place, the corn laws of the Restora¬ 
tion Monarchy were still in force in i860.® 

This experience discouraged the Ministry (or rather 
the various short-lived Ministries of the years 1830-40) 
from attempting any more elaborate legislation for some 
time. A number of schemes were prepared in 1832 for 
the removal of the prohibitions on certain qualities of 


table gives the average prices iti francs per hectolitre (Brandt, 
p. 230): 


1822 .. 


15-5 

1827 .. 


.. iS'S 

1823 .. 


.. 17-3 

1828 .. 


. . 22*0 

1824 .. 


. . U <-2 

1829 .. 


. . 22*0 

1825 .. 


■■ i.S -7 

1810 .. 


. . 22*4 

1820 .. 


.. 15-8 

1831 •• 


. . 22*1 


In tlic first three of these years, and again in 1826 and 1827, there 
was a considerable surplus of exports over imixirts; in the Other 


years the position was reversed. 

* " Ma conviction profoiide est que le jour ou la Chambre et le 
gouvernemont auront abandoiin6 la protection de I’industrio 
agricolc, cc jonr-h\ sera la veille de cclui ou ils abandonneront la 
protection de tous Ics produits iiidustrjels ” (St. Cricq, in debate 
on the proposed law). 

* The production of wheat rose sjiarply from 56'4 million hecto¬ 
litres in 1831 to So-1 millions in rS32; the average price fell from 
2I-8 francs in 1832 to i5‘6 iii 1833. The average annual pr^uc- 
tion for the next three years (1833-35) was 66'9 million hectolitres; 
the average price was in 1834 and 1835, i5'25 francs, and in 1836, 
I7'3 francs per hectolitre. 

* Am&, i. p. 188. 












tHEACTSOFlW 

cotton thread* on cashmere shawls and Russian leathers, 
and reductions in the rates on silks and cattle; and in 
1834 for the i^rce admission of more qualities of cotton 
thread, iron cables, and rum, and the reduction of the 
rates of duty on certain wools and iron bars; but none 
of these came before the Chamber, and the only successes 
were a few Qnimportant changes madt' by royal ordinance. 
The proposals of 1834 are ehielly interesting because 
made by Thiers, who was then for a brief period Minister 
of Comfherce. As ho was d('stined to exercise later a 
great influence on French economic policy, it is interest¬ 
ing to note his opinion at this time that, " employed as 
a means of retaliation, the system of restriction is disas¬ 
trous; as a means of preference, it is improper 
(abusif); as an encouragement to an ' exotic ’ industry 
which cannot be brouglit here, it is powerless and futile. 
If used to protect a home industry which is likely to 
succeed, it is good, but only temporarily so; it ought 
to come to an end when the industry has completed its 
education, when it has become an adult.Thiers’ 
successor (and predecessor), Duch.itel, held even more 
radical views, but could accomplish nothing; he appointed 
in 1834 a commission to consider how far the maintenance 
of prohibition was necessary in the case of certain specified 
commodities (particulaily textiles, over which there was 
a fierce conflict between the s])inners and weavers), but 
the appointment only called foith a great agitation on 
the part of the threatened interests; and practically the 
matter dropped. 

In 1836, however, the Chamber showi d a more liberal 
tendency, partly because of the inlhu nee of the wine¬ 
growing districts. The duties on some kinds of wrought- 
iron, coal, linen, and cotton, were reduced; and the 
prohibitions of the iyiport of some qualities of cotton 
yarn, cashmeres, Russian leather, and manufactures of 
copper, and of the export of such commodities as soap, 
hides, and timlxir suitable foi* shipbuilding, were aban¬ 
doned. Moreover, the fne admission of raw materials * 
‘ Quoted in Am< 5 , i. p 191. 
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was allowed on condition that within six months an 
equivalent amount of goods manufactured from them 
was exported. The result was that the^^ Protectionists 
were alarmed, the manufacturers and agrarians again 
drew together, and a distinct reactionary tendency 
became apparent in the legislature,* though without 
producing any important changes (the agrarian iniluence 
was strong enough to secure the i ejection of'a Govern¬ 
ment proposal for a reductif)n of the cattle duties, in 
view of the decline of meat consumption in 'France). 
Finally, in 1841, tliere came the last noticeable enact¬ 
ment of the July Monarchy. The duty on sewing needles, 
which had remained at 2 francs per 100 kilo, since 1814, 
was quadrupled, with the result that whilst the import 
of British needles (which had an average value of 
60-70 francs per 100 kilo.) was almost unaffected, the 
import ol the cheap German needles (with an average 
value of 5-15 francs) collapsed altogether.^ This brought 
France into conllict with the Zollverein, but the retalia¬ 
tory measun's adoiited by the (lermans had little 
effect. The law of 1836 had reduced the duties on 
cashmeres about 33 per ct-nt.; but, on the other hand, 
the duties on llax and hemp products were now'increased. 
This w'as due chielly to the extremely rapid advance in 
the imports fioni the United Kingdom, where great 
improvements m produclioii had been made about 1830, 
and which coiise(iiiently took the place of Belgium as 
the chief competitor with the French industry. The 
weaving industiy in I'lance wmn rising, and the imports 
of foreign linen wiie falling; the French wiaivers desired 
the free or nearly free admission of linen thread, and 
higher dutii's on the manufactured article. The spinners, 
however, weie undoubtedly in difliculties owing to the 
new competition, and they combined with the agricultural 

' “ I.e tanf 6tait souniis dos oscilUlions ofi les hasards des 
Influences iiulividiielles se inanife^taient plus .souvent qu'une 
iwns<c d'enscnilile bien ariyii'v, ec (jui fit dire i M. Glaiz-Bizoin: 

' lai plu().itt do nos industne.s re^oivent une protection, non en 
raison de leur imixirtanG', mais en raison dc I’lmportancc des 
personnes qm les exen ent' ” (Arad, i 206). 

• Brandt, pp. 104-5 
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prcKiucers of the raw material to demand higher rates 
on thread; and they were sufRcicntly strong to obtain 
their desire, .whilst the rates of duty on linen textiles 
were also increased. Finally, the Act made- some changes 
in regard to nuuhinery. The shipbuildeis comjrlaincd 
that the duties on fon ign inaehineiy (espicially steam- 
pumps, wlfleh were subjeel to tiie higlK''t rates) hampered 
their indiMry; and tlie\' now ^etured the free admission 
of maclunery intended lor ^hip-, to lie engaged in foreign 
trade. • But the home inaimfac turei s were given a 
bounty of yj per cent, on all ^uch m.ulnneiy that they 
made; and a-^ a further compen-ation, the duties on 
other kinds weii' inciea-'od in On the wlnik'. then, 

the legislation fiom iS.jo onward (the jiei iod of the 
Ministry of (fui/nU) did not dejiait to any notable extent 
from the old lines. 

But dining these years a senes of events occurred 
which were impoitant less in their immediate effects 
than as a foreshadowing of a revolutionary change 
which was to come later. Fvei sjir,. Belgium hud 
broken auay from the kingdom of the Netluilands in 
1830-1 attempts had been made by Frame to establish 
closer relations with tlu m wly indt fK iulent state. There 
can be no doubt that l.oum l’hih])jie th siied, but did 
not dare, to authorise the acei pl.un.e of the erown offered 
to his son;' but it is also eh ai th.it there was strong 
opposition from the Fieiich m.inuf.u tureis, who believed 
that such action woukl be followi d liy tariff (hanges 
which would e.xpo.se them "to the powerful Belgian com¬ 
petition. After the ipiesiion of the '.u(e<ssjon was 
settled, proposals for a customs union with J'lance were 
put forward tentatively from Ik Igiiini, which had shown 
extraordinary industiial prodiu tivit)-, viis eager for 
large markets, and Jielieved th.it tlie mwly formed 
ZoUverein might closi ('.ermany against it. But there 
was little enthusiasm on •either side ; the French manu¬ 
facturers were hostile, and manj' iielgians feared that 

Guizot, ii i>|) 


1 



288 tHE MONARCHY 0 ^ V : 

commercial union might mean the loss of their newly 
acquired political independence. The negotiations con¬ 
tinued at intervals, but nothing was dope until 1842, 
when a treaty was signed which gave Belgium some 
pr(;ferences on iron, coal, and textiles, and secured for 
France reductions of the Belgian rates of duty in respect 
of silk manufactures, salt, and wine. ProbaWy had the 
matter been decided by economic considerations alone 
the French Chamber would not have ratified the treaty, 
for the manufacturers were uneasy, and the valiie of the 
Belgian concessions was lessened by their immediate 
extension to the Zollverein; but ultimately the treaty, 
with some modifications, was ratified in 1845 for six 
years, mainly owing to political reasons and the desire 
to counteract any movement of Belgium towards the 
Zollverein.^ In 1843 also a treaty with mutual reduc¬ 
tions of duties was made with Sardinia for four years, 
and also approved by the Chamber chielly on political 
grounds: and there were a number of other treaties of 
no great importance, mainly with non-European powers. 
Guizot had at one time some hopes of securing a treaty 
with Great Britain, and sounded some of the British 
Ministers on the subject; but though they were not 
unfavourably inclined, the scheme was felt to be im¬ 
practicable at the moment; and political complications 
prevented a renewal of tlu* proposal. 

At this point it will be convenient to set out the 
figures of French foreign trade from 1830 to 1848 (sec 
p. 289) .2 

The figures for 1848 show the marked effects (particu¬ 
larly in regard to tlu- import tradi') of the revolutionary 
troubles of that year, and this affects adversely the 
average for the last six-year period; but it will be Seen 
that foreign trade as a whole sjiowcd throughout the 

‘ Am6, i. pp. 2i<)~27 I . ■ , . 

* The table is based oit that in the Annuaire Slatisfiqite 
. de la France, t<x>7 . p 77*- The French term, translated 
“manufactured goods’^n tliis and subsequent tables, is “objets 
fabriqufe,” and includes partly-manufactured goods. 
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eighteen years of the Monarchy of July a steady upwjird 
tendency. Perhaps the most striking feature of the 
table is the relative insignificance of the imports of 
manufactured goods. It will be observed also that from 
1831 to 1836 the value oi the exports of domestic produce 
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was always in excess* of that of Ihe imports for home 
consumption; but that the reverse was the case from 
1840 onwards, the excess of, imports becoming com¬ 
paratively large. 

The Monarchy of July was not an heroic (Government; 
it clung too much to its ‘‘policy of resistance"; its 
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views were short and its horizon narrow. But it did 
give France order for a time long enough to enable the 
necessary changes in industrial organisation to be com¬ 
pleted; it took an intelligent and active part in the 
promotion and extension of railways, highways and 
canals; it brought tlic national finances into order; it 
passed a good deal of useful legislation;^ and it did very 
much for priniaiy and secondary education. "^Its great 
weakness was that it failed to recognise the social changes 
arising from the new economic conditions. It ignored 
the new force—the workmen—and these turned to the 
new doctrines of socialism. Its faults were due not 
so much to itself as to the conditions imdci which it 
had to work; and its gieatest misfoitune was that the 
merest accident brought about its fall at the time when 
a movement was in progress which might have enabled 
the Monarchy of July to carry out the reforms contem¬ 
plated at the outset of its career. 

During the eighteen years since the accession of Louis 
Philippe the induetries of the country had made marked 
progress. The total consumption of coal in 1830 was 
2,4<)2,ooo metric tons, and the home production 
1,863,000; in i8.t7 the total consumption was 7,425,000 
metric tons, the home production being 5,153,000.^ 
The amount of pig-iron prwluced increased from 229,000 
mi'tric tons in 1831 to 5(12,000 tons in 1847.''’ Textiles 
showed a similar developnu nt • it is estimated that in 
1834 there weie i,5o(>,o()() cotton spindles employed in 
France, and in 1844, 3,5oo,ooo.'‘ The amount of cotton 
consumed rose steadily from 28,216 metiic tons in 1831 
to 63,952 in 1846 (there was a sharp falling off in the 
next two years).'’ The value of the raw wool consumed 
in France is estimated to have averaged about ^640,000 
in the latter years of the Kestoiation Monarchy, but 
had risen to £1,200,000 by 1847 (there are no statistics 

‘ See the list of en.-n tincnt., given by Guizot in the last chapter 
(vol. viii.) of lus Mimoires 

• Atinmire Slalislique,'’^. 103* ’ Ibid., pp. 47-8*. 

• Levasscur, li p 

• Atuutaire Statislique, p, iiz* 
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of quantities); in linen and silk there was the same kind 
of upward movement. In regard to agriculture, the 
yield of corn* averaged about 67,000,000 hectolitres for 
the years 1831-5, and, in spite of a comparatively very 
poor harvest in 80,000,000 for 1834-8.' The 

quantity f»f sugar nianuf.ulined rose with leinarkable 
rapidit j';was (i.ooo.ooo kilo in 18 ;(>, and 53,000,000 in 
1847.2 

In vtew of tliis geiieial progies-. of I'rencli manufac¬ 
tures and agrienltnie alike, tlie policy of ( Xtremc. pro¬ 
tection hith( rto employed seemed no longer necessary. 
A considerable part of the tr.idmg conininnit\’, jrarticu- 
larly in Paris and the seapoits,''’ began to adyocate the 
adoption of a less restiictive policy; and they weie sup¬ 
ported by the wine-groWi'is and the fatnurs of the 
Gironde.'* The new movi mi nt rec eived a great stimulus 
from the success of the Engh-'h Tree Trade agit.ation, 
as expounded to the French people in llastial’s work 
entitled ('ohdoi ct la Lii^hc : aiul soon a Free Trade 
Association was founded in I'lance, and gave exprc'ssion 
to its doctrines in its newspaper, I.r labrc Exchange, 
and more scientifically in the Jourml da Economistes, 
which had been established in 1841. The manufacturers, 
and the agriculturists who took their side, in reply 
formed a counter-association, and issued l.c Monitcur 
Indusiriel to present their case to the public.” The 
question was eageily debated, and the* Ministry—though 
hampered by the popular .suspicion that Guizot was un¬ 
duly favourable to Great Hritain—belii vec* that it could 
at last take action in the direi lion which some of its 
members had long desired. A Hill was prepared, which 
proposed to make a large numlxT of important reforms 
in the tariff by abolishing prohibitions‘of import in 
respect of seventeen commodities, placing 113 articles 
on the free list absolutely and 185 others on the free list 
if imported in French vessels yir (in some instances) by 

‘ Brandt, j) 2Sf) ’ Nki;!, p •/>■ 

• The lead was taken by Bordeaux, 

* Noel, p. 83. 5 Amt;, i. pp. 244-7. 
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land, reducing a number of other duties and Emitting 
free materials necessary for the construction and equip¬ 
ment of ships. But the Bill encountered Strong opposi¬ 
tion from the Protectionists, in spite of the fact that 
many of the changes wore of small importance, and none 
of them threatened any Fiaaich interests at all seriously ; 
and it was still only in th(‘ discussion stage,when the 
revolution of February, 1848, brought about the over¬ 
throw of the Monarchy of July. 



niAiM i;k Ill 

THE SECOND KEPUHIJC AND rilE SECOND 
EMPIRE~THE ('OMMEKCIAL TREATIES 

The brief career of llio Second Republic brt-ught no 
change in the economic policy (d Eiunce. In fact, even 
the Socialists, who at liist shared the gijverninent with 
the more moderate Republicans, weie incline d to make 
common cause with the nianulactiu\ is and ]anduwiM:rs 
for the defence of the protective sysb lu;^ they seem to 
have believed that its niamtenanco wu'. necess<ity for the 
success of those sweeping economic chaiigis wluch they 
were bent on accomphslring under the leadeisliip of Louis 
Blanc. Their attempts ended in disader, and intensified 
the alarm felt by the commercial and industrial classes, 
already sufficiently harassed by the disorders caused to 
business by the prolonged political confusion; and after 
a sharp struggle the Socialist leaders were ousted from 
the Government. The Republicans were free to arrange 
a new constitution; they decidi d upon a single Chamber 
and a President of the Re’pubhc—both to be elected by 
universal suffrage. Now, the grant of universal suffrage 
gave the decision into the hands of the peasantry, and 
the immediate result was the election of Louis Napoleon, 
partly because his name n presented for Erance internal 
order and external reaown.* The subsequent transition 

* " Le suffrage universel nufut p.u. plni. f.ivorable, tout cl'abord, 
que le suffrage rcstrcint ail I'niirijK’Jt* l.i liberlil; <',ornruercialc . . . 
unc Borte dc rdaction violciuc eoiiue Ics terffl.ancts Iib6rale8 dea 
demiers jours du regime dc Juilk t sc iimnifcst.a p.irmi Ics couches 
que la Revolution venaitdcUiresurgir ” (Noel, pp. loo-i). 

• ^igaobos, llistoire pulitujue de VEurope contempotaine, 

P 152 


203 
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of Napoleon from President to Emperor presented few 
difficulties. ^ 

The tariff changes made during this period were few. ^ 
The Constituent Assembly increased for a time the 
drawbaeks and bounties given in respect of certain 
tc'Xtiles, in ordi't to help the manufacturers to*meet some 
temporary diffienltiesd laitcr the I-egislativc^'Assembly 
made shipping agn'cnu nts with Hclgium and some of the 
smaller Aineriean rejtublie^ ((iuateniala and Costa Rica); 
and it renewed the treaty of with Sardinia, fibtain- 
ing important redurtions of the Sardinian duties upon 
brandy and wines, ndnetions in n'spect of some other 
commodities, and the adv.ant.age of the reductions in 
customs dutii's made by Sardinia in consequence of her 
subsequent treatii's with the United Kingdom, Belgium 
and Prussia, and giving in return some concessions as 
to goods brought over the land frouticr^—rice and fresh 
fruit. The tariff question was not directly raisi'd until 
December, 1850; in that month Sainti'-Beiive brought 
forward a series of resolutions which proposed the aboli¬ 
tion of the protective duties on food and raw materials, 
the abandonment of all prohibitions, thi- reduction of 
the duties on iron after four years to a merely nominal 
figure, the establishment of maximum duties of from 
10 to 20 per cent, on all manufactured goods, and the 
cessation of all shipping and colonial privileges. The 
resulting deficit in the national revenue was to be met 
by the imposition of an inhomc tax.* The proposals 
gave rise to an animated debate in 1851, and. although 
their introduction was ill-timed, the fact that they 
secured the votes of one-third of the Legislative Assembly* 
showed that there was a considerable Free Trade party 
in the country. The opposition to them was led by 
Thiers, who b.ased his case chiclly on the higher cost of 
production in France than in England, and the vital 

‘ Am6, i. p. “ Ibid., pp. 267-8. 

* 4e8 votes were given .Tg.nin.st further consideration of the pro- 
pos.als, iQi) for. 
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importance to the French manufacturers of maintaining 
control of the home market.^ 

But with the establishment of the Empire a change 
began. Napoleon III. was a close student of English 
affairs; he had been much impu's''ed by the reforms of 
Sir Robert .Peol, and was not unwilling to attempt to 
imitate th<^i in France. At the veiy outsit oi liis leign 
the Foreign Minister drew the atteiuion of his colleagues 
to the fact that the refoiin moceiiunt was not conlined 
to Great Britain; and the Einpeioi and his ministers 
soon resolved on sweeping clianges. It would have 
been e.Ktieniely dihkult to seiuie the coiuuiienee of the 
Lcgislatuie, so it was deteiniimd to in.ike u->e of the 
powers confeii'id on the liixecutive (joveinnieiit by laws 
of 1814 and i8j6. The foiiner einpowiied the (lovern- 
ment to suspend the duties on foodsiulis ,md law mateiiais 
in case of einergencj’, subject only to the ajipioval by 
Parliament of tiie deciees issued lor th.it pin pose, and 
the law of lSj6 authorised the free adiiii'sion (liy decree) 
of goods intended to be stilJ fui tIn r woi ki d up 111 hi aiice." 

The task w.is taken vigoroinly in li.ind. Between 
1853 and 1855 the r.ites on co.il, pig-iion, iion, steel, 
wool, dye-woods, cotton and othi 1 ni.iti mils w'lie re¬ 
duced; under the sinnulus of a -li.uji rise in pi ici s the 
rate.s on cattle, meat, wines and otliei foodstulfs ware 
lowered, and in 1853 the sliding s, a),- legulaling tiie 
movement of grain wms sUspeiuhd, fiii; aduii'-ion was 
granted to materials for s]ii|jjhuihimg, and tlie iisim- 
tions on foreign shipping were gu.itly redia d. lliese 
various decrees wi re conlirnii d by tlni l.t g; I.itnie in 
1856, but not witlioiit < oiisid.'i.ihli hesjt.iiirin.' I hi’ 
Government now went still furtliei, and 111 June, 1856, 
it proposed to the Le^islaturi' an i iiai tiiii nt wliii li 
abohshed all the e.\i.sting piolubitions,'* and replaced 


‘ Brandt, pp. 112-3. 
* Am6, i. p 271. 


“ Devers, pi> 132-3. 


* There wcie .still a large mimPii of liusc. ile.iling with all 
kinds of commodities—w'oolltn .ind 'oiton y.irii .nul iloili, < loth- 
ing, leather goods, certain cUissi.s of im ial goods, reliiixl sugar, 
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them by protective duties ranging from 30 per cent, ad 
valorem to double that amount. At once there was a 
violent agitation against these very moderate proposals 
for reform; the manufacturing towns—Roubaix, Lille, 
Rouen, Lisieux, Elbceuf—were particularly active ih 
their hostility;^ and the (lovernment deemed it advisable 
to withdraw the scheme and to promise not ^to renew it 
before 1861. The Imperial policy met also with a bad 
defeat in the case of grain. In 1853, in consequence of 
a sudden rise of price, the sliding scale had been sus¬ 
pended, and as prices continued to rise until 1856, the 
suspension continued also; but when, in 1857, a rapid 
fall commenced and the (iovernment made no attempt 
to re-establish the scale, the farmers were aroused, and, 
in spite of the opposition of ministers, the old conditions 
were restored in 1851).^ Ity that time the attention of 
Napoleon and his advisers was concentrated on the 
Italian War, and the grave European complications 
which it brought in its train; and for a time it seemed 
probable that no further economic reforms would be 
attempted. In spite of some failures, Napoleon had 
made considerable breaches in the protective policy of 
France, and he and his minister, Kouher, could point to 
the statistics of French foreign trade as evidence of 
marked national progress under their regime. The 
movement of exports was particularly satisfactory; 
the following table gives the ligiiies from 1849 to 
i860, 


cliemR'.ils, drugs, etc., many of Ihom were purely accidental, 
boiiig icmnuiits of tliu “cuiUincnUl system.’’ Few could be 
considou'd of ,iny real importance to French industry (Am6, 
i. pp 

‘ Amt', I pp. 273-6. 

* The lolli>wmg .ire llie average prices in francs psr hectolitre, 
1851 to 1850 (Urandt, pp. 230-1); 
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1856 . , 

■ • 307 
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185.1 . 
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.Ininiairc Staintu/ue, lyuS, p 77*. 
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IMPORTS AND EXPORTS OF MERCHANDISE, 1 S 49 - 18 « I. 
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was practically isolated in Europe the events of the 
Italian War li.id made Irieiidly relations with Austria 
impossible, without creatiiu,' any paificiilar heling of 
gratitude on the part of Italy, the- aetjui-ition of S.-ivoy 
and Nice had alainied the lAiiopian <iCAS 1 mm ntwho 
habitually over-estimatt d tin politual ability and 
military strength of Xapokoii, and made tlum lx Ik ve* 
that the Second Empiie would (inh.ivour to emulate 
the deeds of the Fust; the it l.ilmin lx iwei n I'raiK'e and 
her ally of the Crmn an W.ir wi ie M\(uiy strained. 
The Emperor was anxious to put an end to this isdhiiion, 
he was desirous of conviiiciiig the woild th.it his aims 
were absolutely parifir, and he uadil} wvleonied the 
suggestion that he should give thi' best pos-,ible evuU ncc 
of this by making a commercial treaty with the United 
Kingdom. The idea was dot new, for, as we have seen, 
it had been put forwaid long Ixfore by Guizot, and 
suggestions in the same direction had Ixen made in 1^52;^ 


' Am6, 1. pp 300 -1. 
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but it was now taken up with energy, at first un¬ 
officially by Michael Chevalier, Cobden, and others of 
tlieir school, and then by the Governments. Ministers 
on both sides, however, were only giadually convinced 
of the possibility of the scheme;^ and on the French side 
it was necessary that the negotiati<nis should be carried 
on in secrecy. It was quite true that taiiF changes 
made in consequence of a treat}', and as part of that 
treaty, would not nu-d the appiov.d of the French Legis¬ 
lature, and an agieeiiKut with (ruat Britain would 
theieforc be a way of accomjilishing some of the tariff 
refoinis whuh Is'apoleon Til and some at least of his 
advisers desiu d; but, though theie was a not insignificant 
Free Trade pai ly in Fr.mce, the Protectionists were much 
more powerful, and, as they had shown in 1856, could 
cayse the (lovernuu at much inconvenience even if they 
could not entiiely tliwait the scheme. It was not until 
the negoti.itioiis weie complete that Najioleon made his 
views public, in a klter to one of his mmisteis, in which 
he announced his conviction that unless tlu re is a con¬ 
stant gtuwth of iiiteinational exthange trade cannot 
flourish, that industry not subject to conipi titioii remains 
statioiiaiy, and that in the absence of giowing industries 
agriculture itsell will remain undeveloped. He there¬ 
fore advocated the abolition of the duties on cotton and 
wool, till' giadiial reduction of those on sug.ir and coffee, 
the improvement of ine.ins of tiaiint, the abandonment 
of all inoliibitions, and eomi.uiiial tic.ities with foreign 
Powvis. Tin I'e was a great outeiy from tlie protected 
classes in Fr.mce, siuinilated by the tavourable reception 
given to the limperoi’s piojrosals by some of the British 
manufacturers, chielly iu hancashuc; but the treaty 
W’ith the United Kingdom was sjgned on January 23rd, 
i860. The final reasons on both sides were political.^ 

‘ Por.n (let,lik'd .locounl ivf tlie negotiations, see Morlcy, Life of 
Cobden, I'li.u) XMX. 

For tile oMdeuce o[ diis on the Freneh side, Morley, loc. cil., 
pp. 720-7.18 (ed mot) (hi die ftntibli .side rdaiistonc wrote; “A 
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The treaty did not do much more than indicate Ih 
general linos of the arrangements to be made; the detail 
of the rates vert' Icdt to be settled by subseejuent con 
mltations. Hotli j^artio'- gnaiant^ i <1 " favourec 

nation " treatment to each odui; Ix'tli were left abso 
lutely free^to extend llu' "-ame reilmiion-^ to dtlier Power: 
f they thouglit 111, iind iiidi <'d i( wa- lIn(le1■^tood froil 
the lir'-t that tlie United Kinedom Wnnld do mi, botl 
■oservtifl the ri/^lit to nnpti-e .idd!tion,d en-tonw duties 
'(]uivalent to the e\eis( wliu h mi,eld he h \’ietl on anj 
:ommodit\'; I'olh a;.;'eid not to ])iohihi( the export ol 
'oal. A-. to ac'tnal uduition- of (hi1i< -, the l!ritisl: 
doveinmenl imdi rtook tn n eonmic nd leitain abolitions 
ind diminutions to P.uh.miiid in (d,Klstoiie's forth- 
'oming bndmt, and In.inre undeitoc-k to abolish all 
3 roliibitions and to h\v 111-10,01 -jurilir duties not 
■xcecdmg ]o jier ei nt mt ii]> (o October, 

ind aft< r th.it 2; jn i e(nf. 'I he .nlu.d "pecilic duties 
,','i'te to b" lixed b\ joint n;;ii‘ nun;, 'rix lii.iU’ was to 
lold ,trood fi>r ten xi-u-, and (saild be eoiilmuid, imlc'sS 
me year's notice ol it- linmnalK'n was eivcii by either 
lartv, for aiiotln 1 t< n veai-. 

The eu-tonis (dianyi - ]tiop<.-i'd b\’ tie- I’aitish Ministry 
vere .arcejited by P.iilianii iit (il.td tone’s bndttct of 
tSbo reduced the numlui of (omiiioditus inib'c to duty 
rom 410 to 48 A- f.ir a- imixat-- fioin loanee were 
lonccriK'd the mo-,1 inijioit.mt dimimition- w<re in 
'cspect f'f wiiKs; the old^dtiu wa^ -lightiv more than 
Js. lod. a gallon, afti r Januan i-t. iNtn, this was to 
)e replaced by gi.uliiattd dutie- tanion,!' from i to 
; sliillings. The FicikIi (aliul.ind th.it on tluir wines 

'rcnch paiin' p!T\ ;iaiil ns slree.e ,i , ni.', ef the nMu r that 

lave (lone so iniK It dt-( 1 t<i itiis ■ • eiti (i \- h'li tins , the 

rcatyof Lon)iiieii.i-w 111) I non e w.i-, (he only st d.-ito «• It was in 
act a counlor-irnt.int; and^i .'trousol (he:,(n-c of < ornincn'ial 
atercst to roitnti r.u t the v., i It was and is iiiy opinion, 

hat the choK (■ lav lictwcen iIk ( olxhn 1 icaty and i.ot the cer- 
ainty but tlio logh proli.ilnliij of a v»!ii witli I-'nim.e ” (quot<xI 
1 Morley, Life of Gladstone, ii p. 23) 
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this meant a change from 159 francs per hectolitre to 
27 5 francs. The duty on brandy was reduced 30 per 
cent. « 

On the Frencli side the tariff changes were far more 
numerous and impoitant. Only the specific duties on*^ 
iron and coal were fixed by the original trei\ly; and in 
order to obtain guidance for the; settlement yf the re¬ 
mainder, the French Government appointed a com¬ 
mission to investigate first the average prices in»France 
of the commodities now to be admitted, and secondly 
th(! specific equivalents of the ad valorem duties which 
should be imposed within the limits prescribed by the 
treaty.^ The cf)mmi^sion took a great amount of evi- 
dimce of all kinds, and the net result of its deliberations 
was a report to the effect that whilst mechanically the 
French industries were in many cases far behind the 
Fritish, yet they were sufficiently well established to 
meet competition, and probably would be hkely to make 
radical changt'-- in their ecpnpnK'nt and organisation only 
if compelled to do so by that comyH'tition. Conse¬ 
quently the; French tiovernment did not think it advisable 
to impose duties up to the maximum indicated by the 
treaty—which in many cases would have been practically 
prohibitive.* They ri'ached the 30 per cent, ad valorem 
limit only for some medal products; on linen, cotton, and 
woollen cloths the average was only about 15 per cent.; 
on tools 10-12 per cent.; on cutlery 20 per cent.; on 
glassware 10 per cent.; on chyia and eaithenware 10 per 
cent.; on chemicals 10-15 pc'r cent.^ Tliis action of the 
French negotiators did much to remove the reproach 
made in Great Britain against the original treaty that 
it was too one-sided, since under it Great Britain was 

* The clTorts of tfie commission were dycctcd, in accordance with 
the desires of tfie I'roncti Government, farRci}’ to an attempt to de¬ 
termine tfie dillerenco between the lost of production of each class 
of goods in France and foreign c'ouiAncs respectively; this was to 
decide the amount of the cusKims duties to be imposed. 

* hmi, i. pp. 310-15 

* An elaborate discussion of all the duties, and the reasons for 
them, is given by Am6, i. pp. 317-468. 
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)Ound to abolish duties whilst France had only to reduce 
hem, and might still leave them at almost a prohibitive 
leight. 

Napoleon and his advisers had hoped from the first 
hat once Great Britain had set the example of a treaty, 
)ther nations would not be slow to follow it. The expcc- 
;ation was justified; and, indeed, the industrial powers 
lad no alternative if they tlid not wish Great Britain 
:o cnjpy marked advantages over tln'in in the French 
narket. Negotiations wi n* innnediafely si-t on fool by 
i^arious Governments, and it was natur.al that the first 
lompleted arrangements should be with Belgium. That 
:ountry granted to Frame reductions in the rates of 
luty on wines, silks, and leather goods; and in return 
was given the advantages of the “conventional” tariff 
jstablished by France for Great Britain, with the addition 
of some changes in the rates on linen goods and prepared 
hides, lioth contracting paities guaianteed “most 
favoured nation ” treatment to each other. This was, 
in fact, the general policy [mi sued by France in all its 
treaties; it granted in eaih case the conventional tariff 
rates settled by the British treaty, and generally added 
one cor two more reductions in resjiect of commodities 
in which the other contracting [oart}'’ was especially 
[ntere.sted; then these adifitional reductions (which 
probably would only benefit to any ajipieciable extent 
the country to which they were fiist given) were extended 
to all the contracting PoWer^ under the; “ most favoured 
nation” clauses. In return loame secured from the 
Zollverein in 1863 (thus closing a long quairel) reductions 
in respect of wines, t«'Xtile>, ami soim' miscellaneous 
commodities—though the arrangement was not ratified 
by the various German states until iSbS) from Italy 
(1863) small rcductitms (for the Italian tariff was not 
very protective) in the rates of duty on silks, chemicals, 
glassware, and prepared hidijs; from Switzerland (1864) 
reductions in respect of wines, brandy, glassw'are, earthen¬ 
ware and chemicals. In 1865 treaties on similar lines 
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were made with Sweden and Norway, the Hanse towns, 
Spain, and the Netherlands; in 1866 with Austria; and 
in 1867 with Portugal.^ , 

Whilst an elaborate conventional tariff was being 
formed in this way, changes were being made in the- 
general tariff, and the principles underlying French 
tariff policy generally. In 18C0 and the followng years, 
either by legi:ilative enactment or Imperial cfecree, the 
duties on a large number of raw materials—skins, wool, 
cotton, dye-stulfs, jule, flax, hemp, coal, chemicals, and 
many others—were I'ither greatly ieduced or abolished; 
prohibitions of exports came practically to an end; 
bounties on exports were abandoned, and at the very 
commencement of the reform (in 18C1) the French 
Government abolishcal the sliding scale for grain, and 
replaced it by frecxlom of export and a very moderate 
duty on imports.“ 

Important and far-reaching changes were also made, 
particularly in 1866, in respect of matters of navigation. 
The exclusion from thi' coasting trade of France of all 
but French ships, and the surtaxes il’entrepot levied on 
non-Eurojx'an goods imported into France from European 
countries wei'e maintaiiK'd: but the preferential treat¬ 
ment of Fiencb vessels in regard to certain shipping dues 
and the trade between France and the West Indies or 
Algeiia were abolished, as was also the system of sur¬ 
taxes on go()ds importc'd into France not in French 
vessels or vessels of the country in which the goods 
originated. The prohibitimi of the importation of 
foreign vessels was rejdaced by simple duties at rates 
of 5 to 10 per cent, ad valorem, the French shipbuilders 
being granted the light to the duty-free admission of 
materials for tlie consti notion and equipment of ships. 

Clearly the lesult of these extorsive changes was an 
absolute break with all the traditions of French com¬ 
mercial polic}-; what was^ the effect on the industrial 

' Det.nls in AnaS, li pp. 1-36. 

* Dever.s,''pp 139-41. 
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development of France ? It must not be supposed that 
the opponents of the Enipeior’s action were ever brought 
to approve itt; the lA'gislature gave its formal ass<‘nt 
to changes made often without its knowledge, but the 
new policy was to th( end acaa pti d only leluetantly 
and with disappioval liy the huger part of those classes 
who exercised pohtiial iiilliunce. I!v iNhS, when the 
power of the li.ui ht 1 n sioly sJiaken by' 

failures^in ffui.ig'n jioliey, wliilst (hi‘ eltirts iif tJie com¬ 
mercial ciisis ol iS()4 liad liel t cei-ed to he f, |(, and 

political events m the hinted and the (ieimanic 

Confederation hiUi hara'siil tiade, and the time for tlie 
.‘Xtension or abandonment of the Ihiti h treaty was 
ipproaehing -hs th.d \e.ii the Irijccs which favoured 
Protection had recruited their strength, and a demand 
vas made for an impiiry into the ellect ol the wliolc 
.rcaty system and the c hanges wliic h it h.id brought in 
ts train. I he conihct (ontiniied for some time', but 
inally the Ministi^’ g.ive way, and two ('onimissions were 
ippointed in iSjo, only <i vei f. w months before the 
lutbrcak of the Franco-G< i man Wai and tlie collapse of 
ho Empire. 

It is always aiguable that the industiial and com- 
ncrcial juogress of I'lance lx twi c n i.^'tx) and 1870 might 
lave been gieater and inoie rapid if a higlu i taiif'f wall 
lad been maintained, e.i that piogres.s was (citain in 
ny case, and th.it taritf i h.ingi > e\ei( is, d little mlluence 
pon it. Itut this Is iiKfe sp, ( Illation, and all the 
vidcnce goes to show that dming the [x iiod from 1850 
a i860, when mode r.ite n forms weie being made, b'rance 
amnienced a rapid advance, uhnh cpiK keiied consider- 
bly with the introduction of inoie radical changes of 
obey after i860. I'li-st as to foic ign tiadc-. • Tlie figures 
[ the imports and e\ports of merchandise (Spuial 
'radc) for the period i8.p). jiStio have already been 
iven: the following table gives, the in f^r the next ten 
jars.^ 

• Aiinnairc SUUtstiquf, iqoH, p 77* 
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IMPORTS AND EXPORTS OF MERCHANDISE. 1861 - 1870 . 


Year. 

Imports for Home 
Coiisumption. 

r 

Exports of Domestio 
Produce. 

Total. 

j Manufactured 
Goodb. 

■ 

Total.^ 

Manufactured 

Gooda. 



Miili-Jii £ 

' 

Million £. 

Million 

Million £. 

1801 


<j7-7 

4-.5 

77-1 

47-2 

1862 


87-9 

(.)•! 

8<)-9 

. 54-4 



-) 7 -i 

. 5-8 

105-7 

59-6 

18O4 


10 I‘l 

1 ()-2 

II 7*0 

68-2 

1HO5 


015-7 

j O-.j 

123-5 

67-0 

1866 


111-7 

1 8-3 

127-2 

68-6 

i8(>7 


I 21.0 

! 9-2 

11 ]'Q 

6 i-2 

1808 


112-3 

. 9-5 

11 1 -0 

59-4 

18O0 


T 4 ()*I 

1 IO-‘> 

123-0 

65-6 

1870 


114-7 

1 

1 11-0 

1 

112-9 

57-0 


"The figures of French trade with the chief treaty- 
states are also instructive. In 1857 British exports to 
France were valued at (,'11,327,000; they showed a 
marked decline in the next two yi'ais, but in i860 rose 
to £12,701,000, in the next year they were £17,427,000, 
and they rose steadily to £26,507,000 in 1866; after that 
there was a decline, due in part to a general commercial 
depression. Our imports from France were £11,965,000 
in 1857, and in i8()o £17,774,000; they reached in 1866 
£.17.017,000, and after tliat declined for a time.^ With 
the Zollverein French exports remaini'd almost stationary, 
with the exci'ption of 1866, when there was a drop—they 
wore valued at 8 4 million pound-' in 1862, and 8'6 millions 
in 1868; her imports, howewr, rose from 5'2 millions 
to I0’6 millions. With Switzerland the value of the 
exports rose from 5 5 million pounds in 1862 to I 0'4 
millions in, 1868, and the imports from a'3 millions to 
5-3 millions. The value of the total trade with Belgium 
increased from I3’8 million pounds in i860 to a4'4 mil¬ 
lions in 1869.“^ 

The expectation that industry would receive a great 
« 

‘ Statislical Abstract for the United Kingdom, Nos. 13 and 27. 

• Noel, pp. 238-9. 
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stimulus from the opening of foreign markets and com¬ 
petition at home was amply justified; and the develop¬ 
ment was aidefl by the growth of means of transit and 
transport. In 1^50 there W( re 3,010 kilometres of 
ftlilways in Franco; by i860 there were 0,439: by 1870, 
17,440.^ lo 1850 the merchant shijrping of France 
(2 tons an^ upwards) was icturneii at about 680,000 tons; 
by i860 the amount had reached 996,000 tons, and by 
1870, 1*072,000 tons.^ 'i'he Jioine production of coal 
averaged 5'2 million ton-, for the live yeais i<S5o-4; for 
1860-4 the aveiage was O'S million tons, and for the 
next quinquennial peiiod it amounted to 12 4 million 
tons; the total consumption iiu reased m almost the same 
proportion, from an aveiage of 8-i million tons for the 
period 1850-4 to one <if i()-2 millions of i865-<).® The 
annual production of pig-iron averaged 552,000 tons in 
the years 1850-4; for the period 1865-(1 it amounted to 
1-3 million tons.'* In 1840 only 9,000 tons of steel were 
manufactured, as again-t 23,000 in 1851^ and 110,000 
in 1869.'’ The cotton indu--tiies weie iiatuiallj' affected 
by the Aineiican Civil War, and the corise<iuent tem¬ 
porary ceS',alion of suiiplies, but, never thi less, the con¬ 
sumption of law eott<ni in fa .nice averaged 78 million 
kilo, for the period 1857- <^, and <)o million kilo, for 
1867-9.* Between the same two periods the average 
consumption of imported raw wool grew from 36J million 
kilo, to 93 million kilo.'^ In the case of linens, on the 
other hand, the surplus of imports over e.xports rose from 
an average of 25 million kilo, in i857-(i to an average 
of 45 million kilo, in 1867-9, in spite of a very large 
growth in French exports; the chief cause of this condition 
of affairs seems to have been the slowness of the French 
manufacturers to make u-.e of jute.® 

* AMnt 4 aire Stalisli-jue. ji 

* British and Foreign 'I rode and Iiuiu^try, p- 386. 

* Annuaire Statistique, i9<i.s* pp .^6* and 103-4*. Metric tons 

have been converte-d. * 

* Annuaire Statistique, p. 48*, .and British and Foreign Trade 

and Industry, 1909, p. 1O8. * 

» Ami, ii. p. 404. 

r p. 4IS. 


" Ibid., p. 422. 

* Am6, pp. 425-6. 
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In agriculture it was natural that the wine-growers 
should reap the greatest benefit. The production is, of 
course, subject to fluctuations due to natiural causes, and 
the statistics of particular years arc scarcely an adequate^ 
indication of the inoveinent of the industry; but it ma^ 
be pointed out that the e-.tiinate(l output of wine was 
45 million hectolities in 1850, 15 millions in 1855, 
30 millions in 1860, and 60 millions in 1865.^ The 
exports of brandy and spirits amounted to 173,000 hecto¬ 
litres in 1838, 224,000 in 18O3, and 333,000 in 1867; 
after that there was a docliius" The manufacture of 
home-produced sugar was 132 nnllion kilo, in 1859; 
after being stationaiy for some yi.irs it leaped up to 
210 millions in 1865, and 1 cached 2.|2 millions in 1869.® 
The (piantity of wheal grown, which had averaged 
82 million hectolitres for the years i845-(), reached 
98 million for the years 1865 ()/ m sppe of poor harvests 
in 1866 and 1867. The one discouraging tact was the 
very stow rate of increase in the population, which in 
1849 was estimated at 35,600,000, and twinty 3'ears 
later at only 38.3(10,000, in spite of the fact that the 
acquisition of Savo\- and Nice h.id added 68(1,000 persons 
to the inhabitants of ITuu h tiiritoiy in i860.''’ The 
proportion engaged in agiK iiltuie diminished consider¬ 
ably; in 1851 the rural ]iopnl,ition numbered 6,146 out 
of every 10,('00 ol the whole, whilst by 1866 the number 
had fallen to 5,ii(). 

It is evident, however, that on thi' whok- (except in 
respect of population) France had made very substantial 
progress in the twenty c’ears of Napoleon’s rule. By 
1870 she had become a great indn-.trial power; her com¬ 
merce had expanded hugely, her manufactures wore 
firmly estahlidied, her agriculture was nourishing; and 
her economic strength was recTaled to an astonished 
Europe by the ease with which she bore the burdens 
cast upon her by the wa-. 

' Fovillc, p. i(ii. * Noel. p. .116 ’ Ibid., p. 236. 

* Brandi, p. 231. Fovillc, pp. 9-10. 
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COMMERCIAL POLICY, PSTO-Sl 

The C/ovornniLnl of the Tlmci Republic wu', called upon 
at the close of the war 1o deal with a Imancial situation 
of Imlierto uiipaialleled dilficulty. Tliiers, who had 
been eiitiU'-ted with the coiuliu t ol the Executive Oovern- 
ment, estimated that to piovide lor all necessary expendi¬ 
ture (including the dcbt-ihaiye:^ caused by the 

war ind('mnity) the annual amount raised by taxati»n 
must be increasecl by 556 million Irancs, or 22 million 
pounds steiliny^—an ini rea-e idj^dutely unprecedented.^ 
By various foi nis of niteinal tax.ition he could raise, 
he thou.i^ht, about 350 million--, and for the rest he 
resolved to have recourse to the i ustoms. Ihs own 
economic views had Ixcome fi.inkly protectionist, but 
his main anxiety at this time was to secure revenue. 
He propo-ed in 1^71 to increase the dutu s tm sugar and 
coffee; to subject a iiumbei of raw m tit rials—-silk, wool, 
hides and skins, wood, etc.—to the duties from which 
they had bt-en freed by the lelornis of Napoleon HI.; 
to re-establish some exjiort duties; to impose harlxiur 
dues, and to renew the surtaxes on < omiuodities im¬ 
ported in vessf Is other Ih.in those of Prance or the 
country in which the goods oiiginaled.^ Manufactured 
commodities it was not possible to touch Pi any great 
extent, since most of tlx- treaties made under the Empire 
would continue in foice for a nurnlxi of years. 

The proposals had a vaYiid leicption in the National 
Assembly. The additions to the laweiiue duties on 

• 

‘ Thiers, Notes tl Souvenir:^, p[) 1.S6-92. 

* Devers, p. 147 

. 3''7 
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sugar and coffee were approved at once, and extended 
to those on tea, cocoa, pepper and some other com¬ 
modities. On tlic other hand, the pncposed export 
duties Were dropped without the Government making^ 
any strenuous effort to retain them—the anticipated 
yield was very small. The import duties., on vessels 
built abroad were greatly increased; the shipping sur¬ 
taxes Were imposed, and also the harbour dues; but in 
this connection dilliculties were caused by the com¬ 
mercial treaties. Goods brought direct from the country 
of origin were exemiited from the surtax if carried in 
the ships of treaty states (with the comparatively un¬ 
important exception of Spain); and even if brought 
indirectly they were exempt if eairied in Austrian, 
Llelgian, Dutch, Italian, Swedish, German, or Portuguese 
vessels. The Austrian Treaty of iS66 {i.c., subsequent 
td the shipping legislation of that year) had expressly 
given Austrian shipping practically complete equality 
with that of France, and this had been extended to the 
shipping of the other contracting states by virtue of the 
" most favoured nation ” clause; the earlier treaties had 
given vessels of the contracting states national treat¬ 
ment in respect only of direct trade. For the proposed 
changes to be productive of much revenue they must 
apply to all shipping, but this was possible only if Austria 
would consent to abandon its rights under the tieaty 
of l866. It might have done so, since it was interested 
only in the Meiliten.ine.in tnule, and the French Govern¬ 
ment was willing to meet its wishes so far as that was 
concerned; but it was subjected to strong pressure from 
Prince Hismarck, and ultimately refused to grant the 
French request.‘ The proposals of Thiers in regard to 
shipping remained then ineffective, except in the case 
of the harbour dues, wliich affected foreign and French 
vessels alike. 

But the great problem was the imposition of import 
duties on raw materials. The Ministry proposed to 
subject silk, wool, cotton, tlax and jute to a duty of 
‘ Am6, ii. p. 318 seq. 
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ao per cent, ad valorem ; and hides, timber, oil-seeds, etc., 
dye-stuffs, and all other raw materials hitherto exeriipt, 
to various duties not to exceed 20 per cent.^ Clearly 
^his would hamper the manufacturer^, and the President 
^vho made liimsclf resj)onsibIe for the new scheme, 
wliich wa.s„in fact, his woik) propONcd to remedy tliis 
first by yic grant of diawback^, and t-econdly by im¬ 
posing on imported manufactured good'i a compensating 
surtax 45resunied to be equivaknt to the amount of the 
duty ^on raw materials." Jlut it was evident that the 
calculation and arrang< nieiit ot the chaw backs would 
be a task of very great adinmistialive cliliRulty, and 
the Budget Commission proposccl, as an altei native 
scheme, the abandonment of the high dutiis and draw¬ 
backs, and the substitution of a unih.'rm rate of 3 per 
cent, on raw materials, and an eciuivaUnt surtax on 
manufactured goods. It was estimated that this arrange¬ 
ment w'ould produce some 60 million francs; the Govern¬ 
ment had counted on obtaining 165 millions. There 
was a long parliamentary conllict; the manufacturers 
(especially those of Lyons) resisted the President’s 
proposals licrcely; and finally the matter was referred 
to a new commission, wliidi was directed to investigate 
the probable effect ot the pioposed tax'ation, and it was 
definitely stated in the lesolution that the National 
Assembly W'ould adopt duties on raw inat< rials only it it 
proved impossible to piovicU' adequate n venue in any 
other way. Thiers resigne^J, but was persuaded to retain 
office.® 

In May, 1872, the Commission repeated. It recom¬ 
mended duties of 5 per cent, on cotton (wdth a drawback), 
and to 3 per cent, on silk, wool, llax, hemp, and jute 
(without drawbacks); and its plans were adopted. It 
was an unsatisfactory' proposal from the point of view 

of a Government anxious to obtain revenue, since until 

■» 

‘ Devers, p. 150 ' 

* The right of I'r.'ince to do thus had been rcixjgnisixl in the 

commercial trc.ities 1, “ 

• For his own account oi these events sec Thiers, Notes et 
SoHvetttrs, pp. 
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the expiration of the treaties the new taxes would yield 
only some 42 million francs—a comparatively unim¬ 
portant sum. Moreover, it was resolved «that no duties 
snould be imposed on raw materials unless a correspond¬ 
ing surtax was imposed on manufactured goods; and^ 
whatever the actual powers of the French Government 
under the existing tieaties may have been, thy, practical 
result was to render the new tariff law useless until the 
revision of the treaties or the establishment of an entirely 
new set.^ 

Already negotiations had commenced, first with the 
United Kingdom, lint there the Fnnch Government 
encountered many diriiculties; the I’ritish ministers were 
unwilling to recognise the light of France to impose 
duties on imported raw mateiials unless the same com¬ 
modities wen; taxed when produced at home, and they 
were not so lavoiirable to the idea of commercial treaties 
as they had been in i860. France had dilliculties with 
Fclgium also; and in March, 1872, slu' denounced both 
the British and Iti'lgian treaties. Fheii fresh lU’gotiations 
began, and in November, 187.1, a new convention with 
the United Kingdom was signed. France pledged herself 
not to increase the taxes on raw m.ilerials imposed by 
the new tat iff, and slu' abandoned some; she exempted 
British ships from the operation of the surtax dc pavilion^ 
up to l87t). In the following Febru.iry a new arrange¬ 
ment was made with Belgium on similar lines.® Itoth 
of these weii' only to be in fiuce till the middle of 1877. 
The numerous e.xemptions Ironi the shipping surtaxes, 
and the practical impossibility ot doing anything with 
the proposed duties on raw mateiials, at last brought 
the National Assembly to ncogiiise the uselessness of 
the two ena«tments, and in July, 1873, both were re¬ 
pealed. Two months earlier, Thiers had abandoned 

‘ Ani6, ii. p. 207- ' 

“ I.e , Britisli slapping waS to be on an ecpialily with French 
vessels in rospet t of .vll goods iniportod in them into France, and 
not merely, as hilhcrto, in*respect only of goods imiKirted directly 
from the United Kingdom, 

’ Devers, pp 155-6. 
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office; and of aU his elaborate plans of 1871, only 
that unimportant part which concerned the harbour 
dues had been realised. The deficit W'as met by 
a number of new interna] taxes of various kinds— 
Incises, stamps, etc., and the taxatiem per head in 
France wa;? higher than in any oflxj' country of 
Europe.' ^ 

It soon became nccl■^sary for tlie French (jovernment 
to consider what policy it should adopt when the various 
treatie^s came to an end, and in order t(; obtain some 
guidance on this point the Ministry of Commerce invited, 
in April, 1875, an e.xpression of o]iinio!i from the Chambers 
of Commerce and similar bodies. It asked three ques¬ 
tions: Was the general tariff in need of revision ^ Was 
it desirable to continue the S3isteiu of commercial tieaties ? 
Should the customs duties be specific or ad valorem? 
The great majority replied that the general tariff did 
need revision, and preferred specific to ad vuloicm duties; 
the largei number were in favour of the continuanci' of 
the system of commereial treatiis, but a strong minority 
(including Rouen, Roubaix, and Tunoing—all textile 
centres) advocated the establishnu nt of a simph; auto¬ 
nomous tariff.* And it is noteworthy that even amongst 
the supporters of the commercial treaties, the greater 
part Were opposed to the insertion in them of the “ most 
favoured nation ” clause. Tln' ta^k of preparing a new 
scheme of duties was entrusted to the Superior Council 
of Commerce, Agriculture and Industry—a body formed 
a few years previously, and compo'-ed of members of the 
Chamber of Deputies, presidents of Chambi is of Com¬ 
merce, reprcscntativ'cs of agriculture, industry and 
banking, and some officials who, however, were not 
entitled to vote.® •• 

The result was a scheme for a moderate tariff which 
reproduced almost without alteiation the rates of duty 

*■ Brandt, pp. 146-7. • Dovers, p 157. 

• The great work of Am6, who was Dtroetor-Gcncral of Cu.s- 
toms, was published chiefly for the guukuK c of the council at the 
Instigation of L6on Say, the Minister of Finance. 
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established by the conventional tariff already in force; 
almost the only increased rate of duty of any importance 
was in respect of woollen goods. It was^thus admitted 
that the existing conventional rates would afford a 
satisfactory basis for negotiations, and could therefor**"/ 
be reduced without any resultant economic disadvantage 
to France. Ad valorem duties were abandoned almost 
entirely; whatever theoretical advantages tftey might 
have, experience had shown that they caused ^endless 
administrative difficulties.^ At the time of the treaty 
with Great Britain in i860 an attempt had been made 
to get rid of them; but considerations of time, and the 
difficulty ol calculating the specific equivalents, had 
caused many of them to be retained. But disputes as 
to the valuations at the customs-houses were constant; 
and in spite of various administrative changes, frauds 
by under-valuation weie frequent. The customs officials 
themselves were anxious to be freed from a complicated 
and irksome task. 

The plan so elaborated was not discussed by the 
Chamber, owing to the constitutional crisis of 1877, but 
in the first month of the following year Teisserenc de 
Bort, the Minister of Commerce, brought forward a new 
scheme, though he had previously approved the Com¬ 
mission's plan with some moditications. It was much 
more protectionist than the prerious proposals, since it 
increased the duties b}*^ about 24 per cent, on the average; 
so that whilst the council had practically recommended 
that the conventional tariff should become the general 
tariff, and be subject to reductions by treaty, the Ministry 
now proposed merely to retain the existing arrangements. 
But that did not satisfy the Legislature. There was a 
marked rev,' val of the agitation in favour of Protection- 
just as in Germany in the same years; in both countries 
the campaign was led by the textile and iron industries, 
which were able to act the more effectively since they 

‘ For German and American experience in this matter, see 
PP- 5. 155. 
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were in the hands of a comparatively small number of 
powerful firms.^ The silk industry alone was ranged 
wth the coynneicial classes on the other side, and 
favoured the maintenance of the commercial treaties, 
do wliich the Protectionist? were particularly hostile. 
In agriculjture the wine-growrrs supported the policy 
pursued since i8()o, but the gn at m.ijoiity of the land- 
owners ^'ere with the opposition—the\’ were alarmed 
by thy growing in\'asion of Amoncun wheat and the 
continued low prices. 'I'lie imjiorts and expoits of whi'at 
into Trance Jluctuate gieatly. between 1861 and 1880 
there was a surplus of ccxpoits over imports in five years, 
and in the other lifteen the surplus ol imports over 
exports varied from <171,000 to a<),7).p),ooo hectolitres.* 
The surplu.s of the impoits of wheat over c'xports, which 
had never previously (.'.Kcei-d* <1 i.|. million hectolitres, 
reached ncaily r<8 millions in 1878, mole than 21) millions 
in 1870, and nearly 27 millions in 1880. The result 
was that prices did not rise, and rv<n fell a little,® in 
spite of poor harvests (the cause of tlu' large importa¬ 
tions) in 1878 and 187(1, and the h’li nch farmers became 
alarmed. They threw themselves into allianc<‘ with the 
manufacturers, and tlie agitation was helpid by the 
commercial crisis whicli iiad eoinmenced elsewlKTe in 
Europe in 1873, but did not make itself felt in France 
till some years later: it was mai ki d, amongst other things, 
by a general fall in prices, due in part to the growth of 
means of transport and, the fresh devalopmeiits of 
mechanical power in indusirv All over Eurojjc and 
America industry was < nteriiig on a period of tran.sition 
which tried manufacturer? ?everely, and harassed com¬ 
merce also. Yet, in spite of all th< se diflicnlties, French 
foreign trade continued to niak<' steady progress— 
imports especially advanced with great rapidity in the 
years 1878-80; the following table gives the figures of 
the imports and export? of ni<4rcliandise {Special Trade) 

* Brandt, pp 1,52-3 ^ * Ihtd.. ji, 231. 

• Average prices per hectolitre were’ oS;/, 23-,} francs; 1878, 
ai*2; 1879, 22-1 ; 1S80, 22-2 (Brandt, p. 231). 
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from 1871 to 1880;^ it must be remembered that prices 
declined very sharply after 1873. 
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above, and the example of Germany, made the Senate 
and Chamber of Def)uties even more protectionist than 
the Ministry. The Senate appointed a commission to 
inquire into the c<nnmercial and industrial depression; 
and the Chamber sent the ininisteiial tariff proposals to 
a committee. Both held elaborate inquiries extending 
over nearly a year, and during that time the campaign 
in the country in favour of Protection was carried on by 
the Sucii’tc dcs Agricullcuts deJ'ranee and the Association 
d( I'Industric fran;aisc pour la Defense du Travail national; 
the Free Trade party started a counter campaign, but 
without conspicuous success. Under the guidance of 
Melinc the commission of the Chamber made radical 
changes ki tke proposals submitted by the Government. 
It declared that special advantages should be given to 
those national industries wliicji employed most labour; 

« 

‘ Annuairc Statistique, 1908, p. 78*, and British and Foreign 
Trade and Industry, looQ.^pp. 60-1. Owing to changes in classifi¬ 
cation, tlie figures for the ininorts of manufactured goods before 
and after 1876 arc not prcciscfy comparable. 
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it asserted that the treaties of commerce had clearly 
failed, since in the seventeen years after i860 the total 
imports had'lxcecded the total exports by about 11 mil¬ 
lion pounds in value, thus adopting an c'lemcntary 
fallacy; it drew especial attention to the '' American 
peril”; and it abandoned the hithcito avowed and 
moderaie object of the protective policy—the possibility 
of French manufacinrcns competing with foieignets on 
equal’teims—and advocated the purest Pioteetion. It 
accepted tlx* (iovernment's nconunendation'^ in a number 
of cases, but it mad<' substantial additions to the rates 
of duty piopo^i'd in respect of woollen yarn, and on 
behalf of the agraiiam^ it incua'^fd the propo-ad rates 
on hiiles, cheese, cattle, etc. 'I'he Mmi'.try .stood firmly 
by its original pioposaK, and the new Mini''tei of Com¬ 
merce, Tirard, announced that the commeicial trei^ties 
must be made, that they had promoted the economic 
progress of Fiance, that the chief industries, paiticularly 
the cotton and in< tal trades, wire quiti' able to stand 
alone, with only the moderate Jiclji given them by the 
conventional tariff; and that the dillicullics of agiiculturc 
were due chielly to inclement seasons. The leader of 
the Commission, M 61 ine, uiged that its proposed duties 
were not intended to be universally applied—that, in 
fact, the increases were intended to facilitate th(‘ work 
of the French diplomatists in the negotiation of the new 
commercial treaties, which he and his fiimds recognised 
must be made.^ There’ was a long parliamentary 
struggle, but the Ministr}' had its wav, h< Ijied by the 
want of unity between the industrial and agricultural 
sections of the protectionist forces; nearly all the addi¬ 
tions and changes recommended by the Commission of 
the Chamber were riyected, and the agn-triafis secured 
only the imposition of duties on ccitain animals imported 
for food. There were more difficulties in the Seriate, 
which was favourably inclined to protection for agri¬ 
culture; but ultimately the original ministerial proposals, 

‘ See the lengthy summary of the debates in Devers, pp. 162- 

7a. 
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with only slight modifications, became law in May, i88i. 
The new tariff was far more elaborate and detailed than 
any of its predecessors. ' 

On the whole, it was a victory for the supporters of 
greater freetlom of trade. The new general tariff on^ 
manufactured goods excercled the previous conventional 
rates by an averagt' of 24 per cent., but this wasnntended 
only as a basis for negotiations; coffee, sugar, cocoa 
Were taxed for revenue purposes only; raw materials 
and foodstuffs were free, 01 subjrct 011I3' to small duties, 
and some articles had been atldcd to the free list; ad 
valorem rate's were almost entirely abolished. The new 
system was much more modirate, in the amount of 
protection which it gave to native piodueers, than the 
one adopted a little carliei in (lermany; and unlike the 
German (iovernmeiit, the French ministers were prepared 
to continue tJie policy of intei national commercial 
agreements, subject to the approval, in each case, of the 
Legislature. They laid down thue principles for their 
own guidance in the negotiations' (i) The concessions 
to be made should not exceed as a whole 24 per cent, on 
the general tariff; (2) specific duties alone should be 
imposed; (3) cereals and cattle slumld not be included, 
since it was desirable for the Goveinmont to have a free 
hand in cases of emergency.^ The negotiations bc'gan 
immcdiati'ly, first under the guidance of Rouvicr, and 
later of Tirard. Treaties were made in 1881 with very 
little diflicult\’ with I’elginni, Italy, Portugal, and Sweden 
and Noiway, and in 1882 with Sjiam and Switzerland;^ 
in 1883 an agreement with Austria-Hungary secured 
reciprocal “ most favoured nation ” treatment, and this 
was extended to Russia and Tin key, to Germany under 
the terms of'the Treaty of Frankfurt, to Servia in 1883, 
and to Holland in 1884. With the United Kingdom no 
treaty involving reciprocal reductions could be made, 

‘ Devers, pp 171-2. It scorns probable, however, that the 
last principle was dictatcd.p.'irUy by the desire to give agriculture, 
which was admittedly in uifficnllies, as much help as possible. 

• A treaty with the Netherlands was refused ratification by the 
Dutch Legislature. 
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partly because that country would not reduce the wine 
duties, and for financial reasons would not guarantee 
that they shi»i;ld not be increased; and partly because 
no agreement could be reached on the question of ad 
\alorem and specific duties—the United Kingdom was 
desirous that aci valorem rates sluaild continue to be 
levied ojf. certain products^ I^ut a treaty signed in 
l88i^gave the United Kingdom “ nio'^t favoured nation ” 
treatincnt in all matters ri‘Ia1ing to trade and commerce 
other, than customs duties, and national treatment in 
matters of navigation, subjiat to certain limitations (as, 
for instance, exclusion from the eoaslmg trade, which 
France reserves to native vessels); and by legislative 
enactment at the same time Fiance admitted the United 
Kingdom to the benefits of the minimum tariff.^ 

The net result of the treaties was that the new con¬ 
ventional tariff included some 1,200 articles on wftich 
the rates of duty weie either reiluced or “ convention¬ 
alised ”— i.c., made unchangeable so long as the treaties 
should be in force—whilst 300 (indiiding those on grain 
and cattle) remained subject in all cases to the rates of 
the general tariff. All the treatits provided for the 
equal treatment of French and foreign shipping; but as 
the French mercantile marine was far from pi'ospcrous 
(it amounted to 0(16,124 net torn, in 1S60, rose to 1,072,048 
in 1870, and fell steadily to in 1880),^ and the 

free import of materials for sfiipbinlding had not ap¬ 
parently been of much service, it was decided in 1881 
to give State bounties to shipbuildei and to owaiers 
for long-distance voyages.'* In the ten years i88i-yo 

* The British Oovernment was jiledeod not to enter into any 
treaty which included in rcspe< tof any important article of Bnti.sh 
trade rates of duty luglier than the convention*! r.itcs of r86o. 
There were some instanc8.s m whn li the inaximnin redm tern which 
the French Govcminent could make on the new general tariff rates 
would have left tlie rates offduty above this level. 

• For full details of those negotiations, see Kausch, pp. l86 seq. 

• British and Foreign Trade and Industry, 0)09. pp. 114-5- 
The figures are for vessels of two net^tons and upward. 

* The bounties ranged from 60 francs per gross ton on steel 
ships to 10 francs per gross ton on wooden vessels of less than 
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rather more than one million pounds were paid in bounties 
on shipbuilding alone, and the mercantile steam shipping 
increased from 356,636 to 747,512 gross tons.^ 


10 tons. On machinery and boilers 12 francs per 100 kilo. wei% 
paid. The bonn ty on voyages was i J francs per net ton f6r every 
1,0(10 miles of journey; on vc^s.sels bouf;ht from abroatl the bounty 
was lialf this amount. Vidc infra, p[) .\i<)-2i. , 

* Franke, p 137. Rut the net tonnafic of mercantile shipping 
rose only from onj.ooo to o.j.j.ooo [Report on British and Foreign 
Trade and Industry, p 370) h'or .1 det.nled discussion o? French 
ship|)ing and the bounty system, .see Franke, pp 122-39. See 


ciiait];k V 

I^ROTECTION F(,)R AC.RICUUUKE-THE 
FRANCOTTALIAN TARIIT' WAR-SUBSEQUENT 
ECONOMIC rRO(,RESS 

The agricultural classes had tx cn disappointed by the 
tariff of l88i; they liad made consulerable efforts to 
secure an extension of Protection to their own particular 
interests, but without success except in a few alni«st 
unimportant instances. Yet they were the most numer¬ 
ous section of the community; in 1882 the number of 
persons concerned witli agriculture was over 18 millions, 
as against about 9 millions for industry and 4 millions 
for trade.^ Nearly one-half the total population 
(actually 48 8 per cent.) were dependent on agriculture 
in one way or another. Morcowr, the great number of 
small holdings made agricultural prices a subject of 
immediate and keen interest to a much larger class in 
France than anywhere else; in i88a there were 5,530,000 
holdings of 100 acres or less, and of these 4,803,000 did 
not exceed 25 acres.^ And there is no doubt that, in 
particular, those farmers who were engaged in wheat¬ 
growing were not in a very prosperijus condition during 
the period from 1881 to 1890; in the first five years of 
that decade prices fell rapidly. The foljpwing table 
gives the average prices of wheat for the quinriucnnial 
periods 1871-5 and 1876-80, and for the several years 
from 1881 to 1890 

‘ Brandt, p. 168. 

• Ibid., p. 168 

* British and Foreign Trade and Industry, jgog, p. 194. 
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WHEAT PRICES, 1871 - 00 . 


Period, 

Pr^e per 
Imperial Quarter. 

- 

s. d. 

Average, 1871-5 

55 A 

Avcr.rgc, 187G-80 

51 0 , I 

1881 

51 8 I 

1882 

44 11 *, 

i88t 

44 .t 

iK8.t 

41 4 i 

1H85 

38 3 ; 

Average, 1881-5 

44 I i 

' 1880 

38 0 ; 

: 1H87 

41 -! ' 

I 1888 

43 9 1 

188., 

: 42 I 

1 1800 

41 I 

1 Average, i886-yo 

..... 


Average prices between i88i and iSqo were on the 
whole considerably lower than those for the period 
1861-70, and very much lower than those for 1871-80, 
and the aveiage production per acre had increased only 
slightly,' paitly because of the smallness of the holdings 
and the lack of capital necessary for improvements; on 
the other hand, taxation had greatly increased since 
i860, and especially since 1870, whilst it was estimated 
that the average wages of agricultural labour had in¬ 
creased 20 per cent." The cattle-roaring industry was in 
a much bett('r position, but the wine-growers and silk- 
producers, hitlu'i'to large exporters and therefore ranged 
on the side of the Free Traders, were now entering on 
a period of. grave difhcultics owing to the ravages of 
phylloxera and other diseases. The production of wine, 
which had reached in 1875 the exceptionally high figure 
of 84 million hectolitre^., san\ to 34 milhons in 1881, 
and 25 millions in 1886; as a natural consequence the 
imports, which wert^ insignificant in 1876, reached 

‘ See the tables in Brandt, p. 231. * Foville, pp. oS-Q- 
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8 millions in i88i and ii millions in 1886.* In the case 
of silk, the growing competition of China and Japan 
made itself fefl acutely at the time when the French 
producers were struggling to recover from their disasters, 
rte sugar-producers of Northern France complained of 
the ineffectN'c character of the surtaxes on beet sugar, 
which did#nothing to cheek tlie influx of the bounty-fed 
sugar^f Germany and Au-.tria-Hungary.^ For all these 
various "reasons the agriculturists were distressed and 
dissatisfied; they were ready to follow the leadership 
of Mdline in his energetic eanipaign in favour of the 
extension of Protection to agrieulluie; and the charac¬ 
teristic feature of the tariff history of France, as of 
Germany, in the decade 1881-00 is the development of 
Protection in this particular direction.^ The various 
agricultural interests were no longer hostile; they com¬ 
bined, and, as in Germany, were able to force their policy 
upon the country,"* in spite of the activity of the “ Ligue 
anti-protectioniste,” led by Leon Say. 

It will suffice to sketch the growth of this legislation 
very briefly. In 1881 the importation of American pork 
was forbidden on sanitary grounds, though there was 
some opposition to this from the seaports. In 1884, as 
the result of strong pri'ssure fioin Northern France, the 
surtax on beet sugar was raised from 3 to 7 francs, and 
various excise changes made m order to encourage the 
home producers. In 1885 the rates of duty on animals 
imported for food were laisi d—on oxen from 15 to 
25 francs, on cows from 8 to 12, on calve* from to 4, 
on pigs from 3 to 6, on sheep from 2 to 3. At the same 
time rye, barley and oats which had been duty free since 
1861, were subjected to a tav of if fiancs per 100 kilo., 
and the rates on flour >vere raised from i-2*to 6 francs. 
In 1887 the duty on oxen was raised to 38 francs,*on 
cows to 20, on calves to 8, on sheep to 5; the duty on 
flour was advanced to 8 francs,*and on oats to 3 francs.® 

^ Devers, pp. 183-4 « * Und, p. 176. 

• For a hostile criticism of I-'rcnrh agricultural protection see 
Meredith, Protection in France, chaps, iv. and v. 

• Devers, p. 184. » Ibid., pp. 176-9. 
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In this latter year the customs duty on alcoholic 
liquors was raised to 70 francs per hectolitre of pure 
alcohol: this was at first intended as a temporary measure 
to deal with some passing difficulties created by German 
tariff legislation, but ultimately in 1888 the tax was 
continued indefinitely. In 1890, in order to give such 
help as was possible to the wine-growers, an excise was 
imposed on the manufacture (»f certain " wines ’’ from 
ra'sins; additional customs duties could not be imposed 
owing to treaty obligations. 

In the case of wheat, the first new enactment was in 
1885. Under the tariff of 1881 the duty was 60 centimes 
per 100 kilo.; the growers now asked that the amount 
should be raised to 5 francs. The Government, with 
Meline at the Ministry of Agriculture (established in 
1881), was not unfavourable, but the Chamber of Deputies 
was not prepared to make so sweeping a change, and 
contented itself with fixing the duty at 3 francs. But 
the Protectionists regarded this meiely as the first step, 
and immediately began to call for a fresh increase. 
They urged that the prices realisi d in the home market 
were not sufficient to cover th(‘ cost of production, which 
amounted to from 19 to 20 francs per hectolitre; prices 
were actually considerably below this, although the 
import declined rapidly after the new corn law came into 
effect. In March, 1887, the duty was raised to 5 francs, 
but the Government was empowered to suspend the law 
at any time by simple proclamation.^ The following 
table shows the production and consumption of wheat in 
France, and the average prices, for the years 1886 to 1890.* 


Yc.ir. 

PnHiuetJon 

1 

r 

Home- 

Grown. 

Consumption. 

I Impjjrted j 

T 01.11 

Average 
Price per 
Impedai 
Quarter. 

i 

MjUirm Cwt. 

Million Cwt 

^ Million C wl 1 

Million Cwt. 

s. d. 

1886 .. 

158-1 

157-8 

; j 14-8 ! 

172-4 

38 6 

1887 .. 

105-7 

i0‘;-5 


183-7 

41 2 

1888 ., 

I4.V5 

145-2 

1 23-1 1 

108-3 

43 9 

1889 .. 

159-6 

\yy2 

: ^y} 1 

182-5 

42 1 

1890 .. 

172-2 

*172*0 

21-6 1 

193-6 

44 J 


‘ Frankc, p 13. 

• British and Foreign Trade and Industry, 1909, pp. 177 and 194. 
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On the whole the duties seem to have raised prices, 
but not considerably. But probably the best view as 
to the effect of, the new duties is obtained by a com¬ 
parison with English prices. In 18S3 and 1884 the 
import duty on wheat in Franci' was is. id. a quarter; 
in the first 4'ear the amount imported was 21T million 
cwt., in the second it was 22 X millions; but whilst in 
1883 the price per imperial quartei in France was only 
2s. 8d* more than in England, in 1884 it was 5s. 8d. In 
1886, after the duty had been raisid from 60 centimes 
to 3 francs, and when imports amounted to only I4'7 
million cwt., the French price was higher than the English 
by 7s. 6d. per quarter, but the average price in France 
was still lower than in 1884, and very much lower than 
in any previous year since 1865. In 1888, 1889, and 
1890, after the increase of the duty tf) 5 francs, the 
average prici's in France rose somewhat, but the excels 
of French prices over English rose in the three years to 
IIS. iid., I2s. 4 d., and 12s. 2d. respectively.^ It would 
seem, then, to be fairly clear that the effect of the duties 
was not so much to raise prices as to prevent a fall in 
France similar to that which took jilace in England, and 
to that extent doubtless the French corn-growers benefited 
by the tariff changes.® 

The one considerable event in the history of French 
foreign commerce during this period is the tariff war 
with Italy. Economic relations wath that country had 
been decidedly strained for some time past. Italy had 
entered in 1863 into the commercial treaty system 
established by Napoleon III.; but at the time her con¬ 
vention with France lapsed, in 1875. she was engaged in 
the preparation of a new general tariff, and there were 
difficulties in the way of the renewal of a commercial 
agreement. At last. in'T877, a tnaty was signed, apd 
promptly rejected by the French Chamber by a narrow 
majority. On July 1st, 1877, Italy’s new tariff came into 

‘ Report on Brilish and Foreign Trade and Industry, 1903, p. 126. 
Probably some allowance should be made lor difference in qualities. 

• Cf. Franke, pp. 10-13. 
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force, and for some months the trade between that-country 
and the French Republic was governed by the two 
“autonomous" tariffs; but neither part,v was content, 
and negotiations were soon renewed. An arrangement 
was quickly reached, and this in turn was superseded by 
the treaty of i88i, following on the new French tariff 
of that year. The new arrangements were to hold good 
until 1892, but there was provision for the termination 
of the treaty by either party in December, 1^7; and 
a year before that date the Italian (lovernment gave 
notice of its intention to use this power in the case of 
all treaties by which it was bound. The changed 
economic conditions of Italy, due to the completion 
of unity, tlu; abolition of internal customs boundaries, 
and the growth of railways, had rendeied it desirable 
in the judgment of the Italian Ministry that there should 
be a complete tariff revision—it. w'as also in need of 
revenue; and the result of its deliberations was a strongly 
protective set of duties, which averaged nearly 60 per 
cent, ad valorem} It had renounced the treaties in 
order to give itself a free hand in tariff matters, but at 
the same time it declared its readiness to enter into a 
new arrangement with France, and negotiations began 
in August, 1887. By this time, however, the Italians 
had been greatly annoyed by the increase of the French 
import duties on cattle, which had inflicted serious 
damage on an important part of the Italian export 
trade.^ The French Government desired that the basis 
of discussion should be furnished by the treaty rates of 
1881; Italy desired to start from its new general tariff, 
and summarily rejected the French suggestion. The 
diplomatic discussion was then transferred from Paris 
to Rome, and the Italians put forward their definite 
proposals. They would considel only 89 articles out of 
the 27a on which they had made reductions in 1881; 

* Report on Tariff tfars, p. 14. 

* The value ot the Italian export of cattle to France was 
/1,500,000 sterling in iBio, and only £240,000 in 1889 (Report on 
Tariff 1 F»«, p. 15). 
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and on most of these 89, and especially silk and woollen 
goods, they intended to make substantial increases.* 
On the other hand, they desired from France the 
guarantee of ' most favoured nation ” treatment, and 
some reductions of duties, chiefly upon cattle. These 
demands were rejected by the French (loverninent; an 
alternative‘proposal on its part proved inacceptable to 
Italy; and the negotiations came to an end in February, 
1888.. 

Front March i, Italy intended to apply to French 
produets her new general tariff, and as the rates thus 
levied were somewhat liigher than the rates established 
by the French general tarilf, France proceidetl to impose 
surtaxes on a number of Italian pioducts. Thus there 
was an increase on wines from 15 to 20 francs per hecto¬ 
litre, on butter from 13 to 25 francs per 100 kilo., on eggs 
from 10 to 20 francs, on dried fruits from 0 to 15 franos; 
and such raw materials as silk, llax, hemp and skins, 
hitherto free, were subjected to small duties.^ Italy 
replied by some further increases in her own tariff rates 
on goods imported from France; and each party im¬ 
posed surtaxes on goods brought in its opponent's ships. 
Diplomatic discussion still continued, and in July Italy 
made fresh suggestions; it offered reductions of 50 per 
cent, on its new general tariff, without, however, getting 
near to the terms of i88r. The new scheme was not 
acceptable to France, and the conflict continued. It 
lasted till the end of December, 1889, when the Italian 
Parliament authorised the abandonment of the war 
tariff against France; but it was not until January, 1892, 
that the French Government dropped its surtaxes on 
Italian products. From that time on the two countries 
dealt with each other under their respective general 
tariffs until 1899. • 

The consequences of the war to the commerce between 
the two countries are tmmibtakable. The table on 
p. 326 shows the French exports to Italy and Italian 
exports to France for the fu'e ye^rs preceding and five 
• Franke, p. i8. “ Report on Tariff Wars, p. 23. 
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years following the commencement of the war. It will 
be remembered, however, that practically, although the 
acute struggle was over by the beginning of 1890, the 
conflict continued to 1899, since until that year neither 
country would grant the other its best terms; the tabic 
shows that the trade had not'oven then recovered from 
the blow of 1888.^ 

The Italian Government admitted that the export 
trade in wine had suffered badly; that Spain and Poitugal 
had replaced Italy in the French market. In 1887 
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France took from Italy 3,782,000 hectolitres of wine, 
and in 1888 only 817,000; in the former year France 
took 78 per cent, of the total Italian export, and in the 
latter year 45 per cent. In that case there was a marked 
falling off rn the Italian exports; in other cases there 
wa« no such decline, since either new markets were found, 
as in the case of some agricultural produce, or the goods 
went to the same destination by a different route. A 
striking illustration of this latter alternative is furnished 

‘ Report on Tariff Wars, p. 24. 
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by silk: in 1887 Italy exported to France 28,178 quintals* 
of raw silk, and to Switzerland 7,300 quintals; but in 
1888 France took only 9,188 quintals, whilst the amount 
sent to Switzerland ro^e abruptly to zqfizi. 

On tlje other side, France suffered in regard to her 
exports to Italy of colonial pioduce, silk and woollen 
manufactures, and a number of other commodities. 
The vgilue of the woollen goods taken by Italy from 
France It'll fiom 20 million francs in 1887 to 6 6 millions 
in 188^, silk goods dropped from 6 8 to 3 4 millions, 
cotton goods from 5 3 to i-6 millions, yarns of all kinds 
from 3 to I-7 millions.” On the whole, however, the 
total of French e.xports to all countries did not fall off, 
but, on the contrai}', they showed an increase; so that 
France was able to recoup herself elsewhere (chiefly in 
the United Kingdom, and as regards woollen goods in 
Germany) for the loss of much of the Italian market. 
Italy suffered much more—her total exports declined 
coiisideiably. I'he competitors of the two countries 
reaped the benefits of the ■struggle, to the combatants 
themselves it brought only difficulties and a great amount 
of damage. 

The elections of 1885 and i88() had greatly strengthened 
the parliamentary forces of the Protectionists, and they 
prepared to cany their policy into full practice. They 
had bc'cn able, owing to the agrarian difficulties, to rally 
the agricultural classes to tlunr cause; and their first 
efforts in 1890 were, as we have already seen, on behalf 
of the wine-growers. In the same >ear, on the proposal 
of Meline, they secured increased duties on maize, rice 
and meal. The manufacturing (lasses had always been 
in favour of Protection, and their zeal for it was stimu¬ 
lated by the continued commercial depression* after the 
crisis of 1882, and the fact that the cliief industries •! 
France were making only .slyw advances. 

One of the main reasons for this was doubtless the 
very slight growdh of the population, which numbered 
36,103,000 in 1872, and 38,348,000 iti 1892—an increase 

‘ A quintal = 100 kilo. • Franke, p. 20. 

22 
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of only a trifle over 6 per cent, in twenty years. Con¬ 
sequently, in spite of the development of railways and 
the extension of the application of machinery to industry, 
the industrial output did not make very satisfactory 
progress. , 

The following table gives some summary figures 
indicating the industrial development of Fr{».nce during 
the two decades from 1870 to 1889;^ ^ 




Amiudl Averages. 



1870-1874. 

1876-1878. 

1880-1884. 

1886 - 188 S. 


Million Tons 

Million Tons 

Million Tons 
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Productlou ot c(m 1 

15-1 • 

if)-3 

19-3 

20*7 

Production of pig- 

iron 

1*2 

1-4 

1-9 

1*6 

Production of crude 



steel 

0-13 

0-3 

0-4 

0-5 


No. 

No 

No. 

No. 

Spindles in use 

1.580 000 
(1878-1874) 

3.776,000 

3,887,000 

4,240,000 

Consumption of i.iw 
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Million Cwtu. 
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cotton 

1-5 

1-8 

2*0 

2*2 

Consumption of raw 





(sheep and lambs') 

Million Lbs 

Million Lbs 
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Million Lbs. 

wool 

S-Wo 

379-3 

409-5 

467-5 ^ 

Shipping built and 

Tons. 

Tons. 

Tons. 

Tons. 

added to register 

41.681 

(1872-1874) 

28,642 

36.469 

24.538 


• Incltidmff some lignite. 


It will be observed that in no case was there any 
marked expansion; the cotton industry had not yel 
recovered from the blow caused by the transference oi 
Alsace-Lorraine to Germany in 1871. The consumptior 
of silk was estimated at 5-8 .million kilo, in 187a;* it 
fluctuated greatly, and in 1891 was 6-8 millions (after 
being as high as 9-6 millions in 1888). In one industry 
alone—the manufacture of alkali and its kindred pra 

‘ British and Foreign Trade and Industry, igog, pp. 118-9, 
157-g, 1O4-71. 

• Foville, p. 234. 
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ducts—^was there marked success, mainly owing to the 
discovery of the ammonia-soda process by Solvay; the 
output increased from 525,000 tons on the average for 
1874-8 to 1,023,000 for 1889-93.^ Foreign trade was 
unkatisfgctory; France was declining in comparison with 
her neighbours. The main statistics arc given in the 
following table 


IMPOKTS AND EXPORTS OF MERCHANDISE. 


1 

i 

j Pentx!. 

! 


lini*orts for Ilcmie; 

(. onsuinption 

i 1.4 . M uivifartiirctl 

' G.l,d 5 

Exports of DometUc 

JTfKluce. 

1 

X , 0 i Manufactured 

' GufKl., 

t 



Million /. 

Million £' 

Million i 

Million C 

1881 


194-5 

47-1 

142-5 

75-0 

i88i 


X< 92*0 

31-0 

143-0 

! 75-5 . 

1883 


I()2‘2 

30-7 

138-r 

74-0 

1884 


173-7 

27-0 

129-3 

! 67'6 

1885 


165-5 

-14-4 

123-5 

65-2 

1886 


168-3 

*’ 3-4 

I ^0 0 

69-8 

1887 


lOl-o 

■' 3-5 

149-9 

1 69-3 

1888 


164-3 

. 4 1-2 

129-9 

1 68-3 

i88g 


174-7 

i: 4 -> 

148-4 

77-0 

I 1890 


1 / 7-5 

i 6 *o 

150*1 

! 80-0 


There was growing dissatisfaction in France with the 
whole system of commercial treatie.s in the form which 
had prevailed since i860. The agriculturists and 
manufacturers were inclined to high Protection, and were 
opposed to anything which mitigated it: and it was 
thought also that treaties made for a definite term of 
years tied the hands of the Government unduly, since 
no alteration could be made during the period, however 
much economic conditions might change. When at the 
end of 1889 the Superior Council of Commesce invited 
the opinions of the Chambers of Commerce and similar 
institutions on the subject 96 out of 107 Chambers 
declared for the denunciation of* the existing treaties, 
and 62 were opposed to any renewal. A substantial 

> Dictionnaire du Commerce, ii p 1357. 

• British and Foreign Trade and Industry, 1909, p. 61. 
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majority of the other organisations consulted gave 
similar advice.^ On the other hand, it was felt to be 
undesirable to isolate France completely)' and there was 
a general feeling in favour of the adoption of a suggestion 
of M 61 ine—that there should be minimum and maximtfm 
tariffs, the former to be granted to those countries with 
which France made treaties, and the latter to apply to 
all countries not so favoured. This arrangement, would 
differ from the system adopted by Germany at about 
this time in that the German " conventional ” taGff was 
unchangeable so long as the treaties endured, whilst 
France would be able to raise her minimum tariff when¬ 
ever she deemed it necessary. The " most favoured 
nation ” clause was extremely unpopular. 

The general arguments of the advocates of Protection 
^yere those with which we are already familiar in other 
countries. They emphasised the necessity of a policy 
of defence against growing competition, especially from 
the United States; they urged that a policy of Protection 
for agricultiiie, however much to be condemned in 
Germany, whore it was adopted 111 the interests of the 
largo landowners, was laudable in a country like France, 
with its great multitude of peasant proprietors; they 
put forward the doctrines of national self-sufficiency and 
security of the home market; and they argued that the 
restriction of imports would stimulate native industries, 
create an increased demand for labour and a consequent 
rise of wages." The fears of some manufacturers that 
they would be further hampered by the taxation of raw 
materials wore allayed by the promise of compensatory 
duties or drawbacks, and by the prospect of an enlarged 
home market owing to the renewed prosperity of the 
agricultmiil classes. But, indeed, argument was almost 
ulinecessary; with the farmers and manufacturers com¬ 
bined the Protectionists were strong enough to overcome 
without difficulty all opposition. 

‘ Frankc, pp. 25-6. » 

* Sec the summary of debates in Devers, pp. 186-206. Cf. 
Brandt, pp. 182-3. 



tJlE TARIFF OF IS 02 AND SUBSEQUENT 
DEVELOBMJiNTS 

The preparation of the n* w tanif was cnlrustod to the 
two Councils of Coinmeice and Industr}', under the 
general guidance of tlie Ministry; and the resultant 
scheme was presented to the Chamber of Deputies in 
October, i8';o. It adopted the plan of the maximum 
and minimum scales of duties; the former to be appliq/J 
against all countries w'hich in their rates of import duties 
differentiated in any way against the Frcmch products, 
whilst the products of countries which ilid not so differen¬ 
tiate w'cre to be admitted at the minimum rates. The 
basis of the minimum tariff was declared to be not 
Protection, but simply an attempt to enable French 
industries to meet foreign competition on equal terms.* 
In most cases it was proposed to increase the old rates 
of duty, but the (lovernmeiit still declined to recommend 
taxation of those agricultural pioducts which were raw 
materials for industry. The Chamber referred the plan 
to its standing commission for customs matters, which 
had been established at the commencement of the year 
at the instigaticjn of Meline; and that commission, under 
Moline’s guidance, proceeded to make radical changes— 
it increased the proposed rates considerably, in particular 
those on timber, winesj cattle and meat (iTi order to 
compensate the farmers for the free admission of w^l 
and hides): it made some adv|nces on manufactured 
goods; and it recommended the grant of bounties to the 
native glowers of flax and silk, since those commodities 

1 Devers, p. i86. 



332 TARIFF OF 1892 : 

were to be exempt from duty.^ It urged also that the 
grant of the minimum tariff should not be made in such 
a way as to prevent France from increasing it at any 
time if she thought fit. , 

The discussions were long, not so much because‘of 
the strength of the opposition (though under the leader¬ 
ship of Leon Say that was able enough) as because of the 
resistance of the Ministry^ to some of the proposals of 
the commission, and differences between the Seaate and 
the Chamber—the former made 176 amendments, of 
which 148 were ultimately accepted. Some increases on 
agricultural products made by the commission were 
adopted, but, on the other hand, the Chamber rejected 
proposals for the taxation of silk-cocoons, and established 
instead bounties for six years to the silk-growers and 
weavers.® The commission had recommended higher 
duties on wine than the Ministry, and these were accepted; 
but its changes in regard to oil-seeds (in which the agri¬ 
culturists were greatly interested) were rejected. The 
alterations made by the Senate were entirely in the 
direction of increased rates. The new tariff became law 
in January, 1892. 

The new customs schedules dealt with 721 com¬ 
modities, or groups of commodities, and were much 
more detailed and elaborate than those of any other 
continental tariff of the period. The minimum rates 
could be imposed on all products of countries which gave 
France similarly advantageous treatment; but non- 

• ‘‘ Votre Commission ... a recherche pour chaque branche 
de production agncole ou industrielle Ic droit exact qui lui parais- 
sait indispensable pour en assurer I’existence et le libre d^veloppe- 
ment. Elle a consid6r6, comme le Gouvernement, que pour 
donner <1 nos tanfs Icur veritable valeur et rendre 4 la production 
Irancaise courage ct confiance, il importait avant tout de fixer 
Ic, minimum dcs droits qui lui ser 5 nt assures, quoiqu’il arrive, 
et au dessous desquels il ne sera pas permis de descendre a I’avtnir. 
C’est sur cc principe fondamental'! que repose r<conomie de notre 
tarif minimum ” {Report dj M. MSline). 

• France was enjoying a period of ministerial stability under 
Freycinet. Jules Roche was Minister of Commerce all throu|^ 
the period of tariff discission. 

• Franke, p. 37. 
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European products coming from European countries 
and European products not coming directly from the 
country of ofjgin were subject to surtaxes. Specific 
duties w^re employed almost solely; the only exceptions 
w^ere in the case of chemicals. The new duties marked 
a very‘conStidcrable advance of Protection; the average 
duty on agricultural produce was z$ per cent, ad valorem 
(the ^raiif duties remained unaltered), and the following 
table'sfeows some oi the changes on manufactured goods.^ 
The most noticeable advance'^ were in respect of textiles. 
The n*cw minimum rates of duly were very much higher 
than those of the conventional taiiff created in the same 
year for Germany by the Caprivi tia aties. 


DUTIES IX ERAXeS PER 100 KILOGRAMMES. 


1 tllK'UuI 

Articles l.irtlf 

U litre* 

Mniiiiiuin 

1 »rifl 

D| i.Siji. ^ 

I i.tMi-s |.,.r 

(oo ImIo. 

Linen yarns (unblpachoo) .. .. 

Linen or hemp (mible.iched) 

Cotton yarns (unbleached) .. 15-^00 

Cotton tissues ,, . 50-1540 

Silk tissues ,, . .. 0 

Pig-iron ,. .. .. .. 1-50 

Iron bars . . . . . . . ' 6 

Steel rails . . . . . . . 6 

Tin plates . ..... 7 

1 i.UH prr 

100 Kilo 
16-100 

21-500 

15-t'o 

02-620 

400 

1 •50-3-50 

5 

6 

7 - 50-10 


* Brandt, p. 193. 

* The rates given are tlie highest and lowest The scale was 
highly complicated, as the following example (which is not excep¬ 
tional) will show: 

Duties on tissues of linen or hemp, unbleached, weighing from 
ro to 40 kilo per 100 square metres, and containing in warp and 
weft in a square of 5 millimetres each side, .after division of the 
total by two, 


6 threads or less . 


45 franc-s. 

7 or 8 

»► 


65 

g or 10 



80 .. 

XI or 12 

»4 • • 


.. »oo 

13 or *4 



• • 125 .. 

15,16. or 17 



140 ,, • 

x8, 19, or 20 

»• * 


•. 220 

21, 22. or 23 

. 


■. 300 „ 

More than 23 



.. 400 ,. 


There were similar groups for goods weighing more than 40 or 
less than 10 kilo per too square metres. For bleached cotton 
tissues there were seven divisions, and six of these contained four 
serrate rates of duty, according to the niqnber of threads in a 
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At the same time the Act establishing bounties for 
shipbuilding and subsidies to shipping was renewed, and 
bounties given for the growing of silk, fla|, and hemp. 

France was able, without encountering seripus ob¬ 
stacles, to make arrangements with most of the European 
Powers, by which she granted them the advantages of 
her minimum tariff, and secured their lowest tariff rates 
in return. There were some difficulties with .‘^pain, and 
against Portugal and Italy the maximum scale was 
adopted (in the latter case only for a time). But the 
most serious conflict was with Switzerland. * That 
Republic had undertaken in 1890 the revision of its 
general taiiff, partly in order to secure additional revenue 
for the Federal Government. When the tariff of 1892 
was under discussion in France, the Swiss authorities 
intimated that they could not accept tiie French minimum 
scale as a return for concessions on their side, and con¬ 
sequently they asked for reductions on sixty-two articles, 
chiefly industrial products. The French Ministry was 
not unwilling to give way, on account of the importance 
of the Swiss market; but the protectionist clement in 
France was too strong to permit such a concession, and 
the proposals of the Minister of Commerce were rejected 
by the Chamber. Consequently in January, 1893, the 
Swiss Government subjected French goods to its new 
general tariff, and imposed surtaxes on some 200 com¬ 
modities. France in its turn levied its maximum tariff 
on Swiss goods, but its war rates were much lower than 
those employed by Switzerland.^ 

The war lasted for a little more than two years and 
six months. But both sides soon became weary of the 
struggle, and were alarmed at its effects. Negotiations 
began in the latter part of 1894; but Switzerland adhered 
to its refusal to accept the Frchch minimum tariff in 

square of the usual 5 millimetres. It is unnecessary to point out 
the trouble and cost of admiiCistration resulting from so elaborate 
a classification, which is, however, probably inevitable if the 
system of specific duties is to be satisfactory. 

* Franke (p. 48) regards this as the chief cause of France’s 
defeat. 
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return for its owi conventional rates—it insisted, on a 
lumber of special reductions, and as France was anxious 
to come to terms, she at last agreed to give Switzerland 
lower jates on twenty-nine commodities. In return she 
received the benefits of the Swiss conventional rates 
with *the most favoured nation” clause. Ix'gislation 
in the two countries in July and August, 1895, confirmed 
the nevf arrangements, wiiich remained, however, tcr- 
mih^bic by cither party at any time, on due notice.^ 

The effects of tlie war w'ere severe on both sides. 
France’s export tr.ade suffered most in tlie case of wine 
(which dropped from about /1)50,000 in iSqi and about 
£770,000 in i 8()2 to £70,000 in 181)4), sugar (which was 
also almost entirely destroyed), cattle, and clothing. 
Switzerland, on its side, lost in silk and silk goods and 
cottons. Rut l'r:ince lost much the more heavily, and 
the result of the war was so far a victory for Switzerland 
that she secured some prefen nees over other nations in 
the French market, without giving France any such 
preference in return. Fhe following table shows the 
value of the French total exports to Switzc-rland, and of 
Swiss exports to France, for the four years preceding the 
w'ar, and the four years after its commencement : 


j \ car. 

! 

I rviich 
I-TfHirlb to 
SwitmUnd 

Swi-jS 
I-^xfK)rts to 

I r.mct* 

i 

1 

Million f 

Million C 

; i88() . . .. .. ' 


4 *J 

l8go .. .. . . ' 

9-7 

4-2 

1891 

9-4 

4-1 

1892. i 

9-1 

3-7 

Annual average, 1889-92 ^ 

9 - 3.3 

4-025 

1893.' 

0-9 

3-0 

1894. 

4-4 

2-7 

1895 .. .. a 

<’■5 

•2 7 

1896.; 

7-2 

3-0 

Annual average, 189 V96 ! 

6-25 

. - 

2-85 


Subsequently the upward movement continued, but 
very gradually; it was not until 1899 that the Swiss 
‘ Report on Tarip Wars, pp. 1-6, 77-85. 
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export trade to France returned to the dimensions of 
1890, whilst in the case of the French export trade to 
Switzerland the recovery was not complete,,until 1903. 

By 1908 the only European country whose products 
were subject to the French maximum rates was Portugal? 
and the advantages of the minimum tariff, had bwn 
extended in whole or in part to Canada (under the Franco- 
Canadian Convention of 1893, which was ampjlified in 
1907), the Argentine, Colombia, San Domingo, Ecuador, 
Mexico, Paraguay, Uruguay, Venezuela, Egj'pt, and Japan. 
With the United States of America an agreement was 
reached in 1898, whereby the concessions authorised by 
Section 3 of the Dingley Tariff Act were granted to France 
in return for the minimum rates on canned meats, various 
fruits, hops, timber, and a few other commodities. 

The tariff thus established in 1892 remained in force, 
with some alterations, but in its essential featmes un¬ 
changed, for no less than eighteen years, and before we 
proceed to examine the causes which ultimately brought 
about its revision, it will be convenient to review briefly 
some of the indications of France’s economic develop¬ 
ment during this period. First as regards foreign trade; 
the following table summarises the movement from 1890 
to 1909:^ 


IMPORTS AND EXPORTS OF MERCHANDISE, 1890 - 1009 . 


1 

Period. 

i 

ImporU for Home 
consumption 

Exports of Domestic I 

Produce. | 

_ I 

Total. 

Manufactured 

Goods 

Total. 

Manufftctured 

Goods. 

Average, 1890-94 

Million ( 
168-8 

Million £. 
24-6 

Million ( 
136-8 

Million £. 
73-6 

Average. 1895-99 

163-7 

25*2 

I 44-3 

168-6 

79-5 

Average. 1900-04 

182-1 

32-4 

94-6 

1905 

191*2 

34-8 

194-7 

109-9 

l9o6 

225-1 

40-0 

210-6 

I23’2 

1907 

1906 

248-9 

,,46-9 

223-8 

133-7 

225-f. 

44-6 

202-0 

118-5 

1909 

249-8 

47-2 

228-7 

128-0 


‘ British and Foreign Trade and Industry, 1009, p. 61; and 
Statistical Abstract for the Principal and Other Foreign Countries 
(No. 39), p. 104. 
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It will be observed that the expansion of the foreign 
trade of France was only very gradual in comparison 
with that of her chief European rivals, and that the 
development was much more pronounced in the case of 
'exports than in the case of imports; comparing the 
averages • for the quinquennial periods 1890-4, and 
1905-9. exports advanced 55 per cent, and imports only 
35per ?ent. 

But France is mainly an agricultural country, and 
inasmuch as the tariff of i8()2 was intended primarily 
for ^he benefit of the agrarian interests, it is to the agri¬ 
cultural development during this period that attention 
must mainly be directed. And first it may be pointed 
out that there was a heavy fall in the imports of articles 
of food and drink; the average value for the years i8c)0-4 
was 54-1 million pounds, for i8<)5-9 it was 44 2 millions, 
for 1900-4 it had fallen to millions; and though there 
was some increase in the next four years, the average 
for 1905-8 was only 37’4 millions. The following table 
shows the consumption of wheal in France for the period 
1880-1909, with the shares contributed by home produc¬ 
tion and imports respective!}'.^ 


i 

1 IVinod 

1 

1 

Cf>ns 

Home* 

Grown 

nnptioii of W 

Iinpr>rtctJ 

icat 

Total. 

Consumption 
p«r Hcdd ol 
Population. 

1 

Vlillion Cwi® 

Million CwU 

Million Cw(«. 

LM. 

1 Annual average, 1880-84 

157-5 

27-1 

184-6 

548 

! Annual average 1885-89 

1.57-8 

18-5 

176-4 

516 

Annual average, 1890-94 

154-0 

29*1 

183-X 

5J4 

Annual average, 1895-99 

171-1 

n -4 

184-3 

535 

Annual average, 1900-04 

108-6 

5-3 

»73-9 

499 

1905 . 

J71-.1 

3-9 

J77-3 

506 

190& . 

1O7-7 

6-3 

174-0 

496 

1907 . 

195-1 

7-5 

^02-6 

579 

1908 .S 

16,V9 

1-7 

165-6 

473 

*909 . 

183-4 

2-9 

186-3 

•33* 

Annual average, 1905-09 

* 170-7^ 


i 8 i -2 

317 


r British and Foreign Trade and Industry, 1909, pp. 177 and 194,' 
and Statistical Abstract for the Principal and Other Foreim Coun¬ 
tries (No. 39), p. 511. 
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The tendency towards the independence of France 
from foreign supplies of wheat was very marked, and 
though there was a slight downward movement of con¬ 
sumption per head of population, though the flucti^tations 
were very marked,^ it does not appear that this was duCr 
to any upward movement of price in France itself.®' 

The production of wine averaged 35-2 million hecto¬ 
litres in the quinquennial period 1890-4, and 36-81nillions 
for 1894-g: subsequently it rose very rapidly, aver,a^ing 
53-3 millions for 1900-4, and 58-8 millions for the four 
years 1905-8. This increase in production was accom¬ 
panied by, and was largely a cause of, a heavy fall in 
prices, which caused much economic disorder in the 
vine-growing regions.'’ The production of sugar (ex¬ 
pressed as rehned) advanced very rapidly also between 
1889 and 1902, but after that date there was a decline; 
the average seasonal production, which was 587 million 
kilo, for the period 1889-90 to 1893-4, ^^87 millions 

in the following (juinquennium, rose to 893 millions for 
the period 1899-1900 to 1903-4, but dropped to 722 
millions for the next four years.'’ The surplus of the 

* The Customs Commission of the Fremli Ch.ember viewed the 
general result with much sati.slaction: "Notre production sera 
bientdt suffisante pour rahmentation totale de la population 
fran9aise, qui tend malheurcuscment 4 demeurcr statipnnaire, 
ainsi que pour la r6sorve des semcnccs dcstindcs A produire le 
r^cclte de rann6c suivaiite. Nous deviendrons k notre tour ex- 
portateurs dc bl6, ct cc nc sera pas la moindre consequence du 
regime douanier en vigueur ” (Rappnrl par M. Morel, 1908, p. 13). 

* The Customs Commission of the.h'rench Chamber of Deputies 
estimated the average price per hectolitre for the eight years 
1884-91 at i 8'20 francs, for 1892-9 at 16-65 francs, andyfor 
1900-7 at 16-71 francs (Rapport, p 13). The official average 
annual prices of wheat tn the five years (1900-4) ranged from 
32s. 7d. to 38s 7d per Imperial Quarter; in the period 1905-9 
the range was from 39s. id to 40s yd., but the average consump¬ 
tion per head was greater in the later period The questions of 
the relation between the price of wheat, in France and the price 
elsewliore, and of the comparative movements of the prices, are 
more complicated, owing to the facts that there is an undoubted 
diflerence in respect of quality between French and such wheats 
as are sold in the United Kifigdom, for example, and that the 

' French demand for imported wheat is m some, years (owing to 
' abundant harvests) practicall)' insignificant. 

* Anniutire Statisiique de la France, 1908, p. 44*. 

« md., p. 50*. 
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exports of potatoes over the imports, which amounted 
on the average to 1,203 million quintals for the years 
1890-4, and 1(022 millions for 1895-9, rose to 1,688 millions 
for the quinquennium 1900-4, and averaged 1,455 
millictfis for the next three years. ^ The rearing of cattle 
developed! and for the supply of sheep France came to 
depend^olcly on her own production and that of Algeria. 
Finally, it may be ob.->erved that in tlie report of the 
Custdins Commission of the French Chamlxir of Deputies, 
whioh considered the proposals for tariff revision in 1908, 
emphasis was laid on the fact that the aveiage annual 
value of the imports of food of all kinds, which was 
59 5 million pounds for the eight yeais i884-()i, declined 
after the tariff of 1892 to 46 millions for the period 
1892-9, and to 354 millions for the pi'i'iod 1900-7; 
and the committee urged that nevertluless there had 
been during the same period a marked di cline in'the 
average prices of all important articles of general con¬ 
sumption.^ 

But it is necessary to point out that the rates of duty 
under the tariff of 1892 have been raised from time to 
time in the interest of the agrarians. Thus in 1894 the 
rate of duty on wheat was increased fiom 5 to 7 francs 
per 100 kilo., and there were coricsponding advances 
in the rates on flour. The duties f)n live pigs and fresh 
pork were raised ir 1898 and again in 1903, the total 
increases being from 8 to 15 francs per head in the case 
of pigs, and from 12 to 25 francs per 100 kilo, in the case 
of fresh pork. The duty on cattle was doubled in 1903 
and that on sheep advanced from 151 francs to 25 francs 
per head; in the same year there was a corresponding 

‘ Annuaire Statistique de la France, njo8, p io6. 

* Rapport, pp 11-17 *nd 317. Tliey quote \fith approval a 
remark by M. Dcschanel in the debate of iSgr: " I..a salution 
dMnitive du probieinc agru.olc n’est pas dans la doiianc, ellc est 
dans la science. Oui, inais'la douanc ouvre la jxirte 4 la science 
et lui permet de concounr ainsi 4 la cause du progrds. ' Ellc cst 
dans f’augmentation du rcndcnient et Ic pcrlectionnemcnt des 
m^thodes La douane, avec une ijcotcction moderdc, ram 4 ho 
les capitaux 4 Tagriculture, 4 I’industric, car Ic travail, 4 luiseul, 
ne sumt pas.” 
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increase in the rates *on imported beef and mutton. 
Owing to the fall in prices after 1893, the rate of duty 
on butter was raised from 6 to 20 francsiper 100 kilo, 
in 1898 without checking the fall for long. Finally, the 
wine duties were rearranged and increased in 1899. , *’ 

Turning now to industry, the following fable sum¬ 
marises some of the statistics of the French dev^opment 
since 1890.^ 


Annual Avcr.igi*. ^ ‘ ! I ’ 

-1 1905. 1906. ' 1907. i 1908. ' 1909. 

1890-4. i 1895-9. | 1900-4. ! ; I ^ i 



Million 

Million 

Million 

Million 

Million 

Mlltwil 

Million 

Million 

Consumption 

foils 

I nns 

1 ons 

Ions 

T ons 

1 ons 

Tons. 

Tons. 

of CO4II 

Prtiduction o( 

35 6 

39-8 

45*1 

48 7 

51 8 

55-1 

54-7 

56*4 

pig-iron .. 
Production of 

2*0 

2*3 

2 6 

yo 

3 3 

3’b 

3-4 

3'6 

crude steel 

08 

I 3 

1 7 

22 

24 

7 

2 7 

3-0 

Shipping built 
anu added to 

Tons 

Tons. 

Tons. 

Tons. 

Tons. 

Tons 

Tons 

Tons, 

the Register 

22,224 

44.739 

95.713 

49.850 

32,132 

3o.9t>9 

77 »o 23 

33,104 

Cotton spindles 

No 

No 

No. 

No. 

No 

No 

No 

No 

cniplo>ed .. 

4,430,000 3,100,000,5,940,000 

6,250,000 6,500,000 

6,600,000 6,700,000 

6,850,000 


Miliion 

Million 

Million 

Million 

Million 

Million 

Million 

Maiion 

Consumption 

Cwts 

Cwl3 

Cwts 

Cwts 

Lw is 

Cu ts 

Cwts. 

Cwts. 

of raw cotton 

3’0 


3 0 

40 

4'0 

4-5 

4-6 

5*x 

Consumption 









of raw (sheep 

Million 

Mithon 

Million 

Mithon 

Million 

Million 

Million 

Million 

a>id lambs’) ; Lbs 

Lbs 

Lbs 

Lbs 

I.bs 

Lbs 

Lbs. 

Lfc«. 

wool 

Consumption 

504 7 

558-2 

517-2 

503 4 

553 4 

.565 5 

526-1 

624*3 

of raw silk 

*0-5 

19 4 

r8 2 

iR 4 

178 

*9 5 

19-1 

19*6 


It will be apparent from this table that though there 
was real progress, it was nothing like so great as that 
which took place during the same period either in the 
two chief neighbouring countries, the United Kingdom 
and Germany, or in the United States. In the great 
industrial and commercial development of the last decade 
of the nineteenth and the first decade of the twentieth 
centiiry, France had relatively little share; her coal and 
metal industries showed progre^ which was satisfactory 
^ only if the growth elsewhere were ignored; on her textile 

• Statistics taken from B-. itish and Foreign Trade and Industry, 
1909, pp. 152-173, and Annuaire Slatistique de la France, 1908. 
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industries no more favourable judgment can well be 
pronounced. In this connection it is important to 
remember tl^at the rate of growth of the population of 
Francs is extraordinarily slow—between 1890 and 1908 
■the total increase was only 887,000.^ This was due to a 
numfier sf causes, including doubtless the system of 
peasant holdings and the effect of the French law of 
succession;* but it is obvious that so long as such a 
condition endures, France must lose more and more ground 
in the industrial competition. 

Xfiere are two other matters of importance in connec¬ 
tion with French commercial policy which it wiU be 
convenient to notice in this place. The first of these is 
the arrangement in regard to the French colonial posses¬ 
sions.® Imports from Algeria are .subject normally to 
the rates of duty of the French minimum tariff, but 
certain .sugar products aic admitted free, and a number 
of articles of “ colonial produce ” (such as cocoa, chocolate, 
coffee, tea, pepper, and nutmegs) are liable only to rates 
of duty lower, usually by one-half, than those of the 
minimum tariff. As regards Tunis, numerous products 
(including horses and cattle, wheat and other grains) are 
admitted free from that possession, cither up to a specified 
amount, as in the case of horses and cattle, or without 
limit; and Tunis also enjoys some advantage in respect 
of the importation of wine into France. The remaining 
French colonics are divided into two groups—the first 
including Guadeloupe, Martinique, Reunion, French 
Guiana, Indo-China, Madagascar, New Caledonia, St. 
Pierre and Miquelon, Gaboon and Mayotte, whilst the 
second includes all other French possessions in Africa, 

* Between 1890 and 1908 the isopulation of the United King¬ 

dom increased by 19 per cent, that of Germany by 28 per cent., 
that of the United Statetf by 39 per cent., and that of hrance by 
only 21 per cent. • 

* Cf. Coubertin, L'£volution frattfaise sous la troisUme RSpub- 

lique, pp. 392-7- * . 

* Sm the return entitled Foreign Counirtes (Preference to 
Colonies), H.C. 296, 1909. As regards Corsica (which has its own 
Customs tariff) practically all its ^oducts are admitted into 
Prance duty-free, whilst the same treatment is accorded to French 
goods sent to the island under coasting-trade regulations. 
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r, 

with the “ cstabUshml'nts ” in India and Oceania. 
From all of the first groups sugar and other " colonial 
produce ” may be imported at the same ra,^es as similar 
produce from Algeria, subject (as in that case alsojc to the 
condition that they are imported direct.^ The same' 
treatment is extended to sugar and sugar products from 
the possessions comprised in the second group; their other 
products are liable as a rule to the rates of the‘'Fre,nch 
minimum tariff, but palm oil, building wood, and-oxen 
from French West Africa, and bananas from French 
Guinea, are admitted free, whilst raw coffee from the 
Ivory Coast, French Congo and French Guinea, raw 
cocoa from French Congo, French Guinea and Dahomey, 
and vanilla from French Oceania, arc admitted at rates 
considerably lower than those of the minimum tariff, 
subject in all cases to the condition as to direct importa¬ 
tion, and, except palm oil and building wood, to a limita¬ 
tion of quantity (which is fixed annually for each colony). 
On the other hand, no duties are levied on French products 
(except sugar) imported directly into Algeria; there is a 
very long list of French products which arc not liable 
to duty on importation into Tunis; and all French pro¬ 
ducts are admitted free into the other colonies comprised 
in the first group indicated above (the Customs tariffs 
of these colonies arc practically identical with that of 
France), and into most of those included in the second 
group. In Senegal, French Guinea, Upper Senegal and 
Mauritania a surtax is levied on imports not of French 
origin. 

The other development of French fiscal policy which 
needs to be noticed is the system of bounties on ship¬ 
building and navigation, w'hich was inaugurated in l88i, 
to take the place of the discriminating duties on goods 
carried in foreign ships.® Under a legislative enactment 

‘ The carrj’ing trade between Fra,icc and Algeria i,s regarded 
as part of the coasting trade, and is therefore confined to French 
vessels. 

* For detailed information on this subject see Meeker. History 
of Shipping Subsidies, pp .ffi-83, and the Consular Report on the 
French Mercantile Marine Laws (Miscellaneous Senes, No. 651). 
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(rf that year construction bounties were to be given 
according to a sliding scale on vessels and their machinery 
built in Fran:e (the highest rate being applicable to 
vessels"tuilt according to plans approved by the French 
Admisalty), together with navigation bounties^ i.e., a 
fixed sum ‘for each thousand miles covered. Foreign- 
built ve^els were accorded navigation bounties at half 
the rates allowed to vessels constructed in France. It is 
notewflrthy that the construction bounties were officially 
stated to be given as “ compensation lor the increased 
cost which the customs tariff imposes on shipbuilders,” 
and that the navigation bounties were compensatory 
” for the obligations imposed on the merchant marine 
in respect of recruiting and assisting the navy.” The 
law was to be in force for ten years, and its results were 
not very satisfactory. The total sum paid in bounties 
during the period was about ;^'4,900,000, of which about 
one-quarter was in respect of construction, and three- 
quarters in respect of navigation. The total registered. 
French tonnage (sailing and steam), which was 914,000 
tons in 1881, increased with some rapidit}’ until it reached 
1,034,000 tons in 1884; after that date it commenced 
to decline, and sank to 933,000 tons in 1889, after which 
year there was, for a time, a recovery. There was 
undoubtedly a stimulus to shipbuilding in the early years, 
especially as regards steam-vessels; in the years 1882-4, 
110,300 tons of steam-shipping was built as compared 
with only 23,400 tons in the preceding three years.‘ In 
the next three years (1885-7), however, the total was 
only 30,500 tons—the fact being tliat in spite of the 
bounties on shipbuilding the cost of French steamsliips 
was so much greater than that of ships built abroad, 
that shipowners preferred to buy foreign ships, oven 
though these earned smaller navigation bounties.® 
French-built iron and steel tonnage earning navigation 
bounties increased from 160,000 !ons in 1882 to 191,000 

‘ British and Foreign Trade and Industry, 1909, pp. 118-119, 

• The French Minister o£ Marine estfmated in 1893 that an 
ordinary steamship, which cost 300 francs per ton in the United 
Kingdom, would cost 420 francs in France. 


23 
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tons in 1890; during the same period foreign-built tonnage 
increased from 44,000 to 91,000 tons; the tonnage of 
French-built wooden vessels earning navigation bounties 
dechned heavily, whilst that of foreign-built Vooden 
vessels increased, though it remained almost insignificant 
(9,800 tons in 1890). 

By a law of 1893 the bounties on the constn^iction of 
ships and their machinery were increased; the naviga¬ 
tion bounties were modified, the half-bounties to fbreign- 
built vessels being abolished, and liigher rates ■ being 
accorded to native-built sading-ships than to steamships. 
Vessels engaged in the international coasting trade were 
to receive only two-thirds of the navigation bounties 
payable to ocean-going vessels {navigation au long cours). 
The law was to be in force for ten years, the navigation 
bounties being gradually reduced during that period. In 
the nine years 1893-1901 the amount paid by the State 
in construction bounties was £1,870,000, and in naviga¬ 
tion bounties £4,170,000, and, nevertheless, the general 
effect ol the law on French shipping was disastrous. 
The effect of the withdrawal ol the bounties from foreign- 
built vessels, and the higher rates paid in respect of 
sailing-vessels, was to give a great stimulus to the con¬ 
struction of such vessels, and to check the building of 
steamships. In the ten years 1893-1002 there were 
built in France and added to the register 509,000 tons 
of sailing-vessels, and only 112,000 tons of steamships— 
this at a time when everywhere else steamships were 
displacing saihng-ships. Steamship-owners complained 
of a system which gave absolutely higher bounties to 
sailing-ships, and prevented them from buying vessels 
abroad; the shipbuilders asked for higher subsidies and 
the denial of registry to vessels built abroad; shippers 
wetV dissatisfied with their growing dependence, so far 
as French vessels were concerned, on slow sailing-vessels; 
and the continued relative decline of the French mer¬ 
cantile marine was a matter ol general anxiety.^ Con- 

» Cf. the tables in British and Foreign Trade and Industry, 1909, 
pp. 116-7. 
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seqoently, in 1902 there was fresh legislation. The 
construction bounties remained as under the law of 
1893; but the navigation bounties were re-arranged to the 
advantage of steam-vessels, and a new equipment bounty 
iVas introduced in the form of an allowance payable on 
certain conditions for each day (not exceeding 300 in any 
one year) that a steamer should be in commission. This 
new, bounty alone was applicable to foreign-built steamers, 
whilst French-built steamers could choose for each voyage 
betw*;en tins equipment bounty and the naxagation 
bounty. The total new tonnage to benefit by this law, 
in addition to the existing tonnage, was limited to 
500,000 tons steam (of which two-lifths might be foreign 
built) and 100,000 tons sailing. The law was to be in 
force for fifteen years, and the bounties were to be 
reduced automatically so as to come to an end with the 
expiration of the period; and a maximum sum* of 
£6,600,000 was to b(; expended. This amount, however, 
would have been quite insuihcient for the 600,000 tons 
of new shipping which the law also contemplated (it 
was estimated that it would not sulhee for more than 
280,000 tons). The result was an amendment of the 
law in 1906, which increased the eonstiuction bounties, 
and modified the equipment bounty. 

In spite of all these various efforts and the mail sub¬ 
sidies, French shipping remaimd in an unsatisfactory 
condition. It is true that the tonnage on the register 
increased with some rapidity after 1902—it reached its 
minimum in 1895 with 887,000 tons, and had risen to 
1,403,000 tons in 1907; but as against this increase of 
516,000 tons, British slupping increased by 2,497,000 
tons, and German shipping by 1,288,000 tons. The 
share of French shipping in the foreign tratle of France 
(the coasting trade, including that between Franc* and 
Algeria, is reserved to 4) averaged 33 per cent, in the 
five years 1880-4, and had suAk to 25 per cent, on the 
average for the three years 1905-7.* There was a real-^ 
impetus given to the building of^tcamships in the years 
• British and Foreign Trade and Industry, 1909, p. 107. 
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1903 - 5 , when 128,000 tons were built and added to the 
register; but in the next two years the total was only 
41,000 tons. The judgment of the Comoiiission of the 
French House of Representatives in 1906, after twenty- 
five years of Government subsidy, that the bountie? 
alike to builders and shipowners must be maintained if 
French shipbuilding and the French mercantile, marine 
were to continue to exist, is a sufficient indication ofcthe 
purely artificial character of the whole shipping industry 
of France, and of the unsuccess of the policy which has 
been adopted in regard to it. 



CHAPTER VH 
THE TARIFF OF 1910 

The customs tariff whidi camo into force in January, 
1892, remained substantially unchanged for eighteen 
years. As indicated in the previous chapter, some 
modifications of the lates of duty upon agricultural 
products were made from time to time, and there were 
also a few alterations in respect of manufactured goods; 
but these were all of relatively small importance. iThe 
tariff was soon fell to be, on the technical side, unsatis¬ 
factory from many points of view; some sections of 
French industry began eaily to call for increased protec¬ 
tion; but in spite of the fact that the absence of conven¬ 
tional rates of duty fixed for a ch'fimte period rendered 
it pos.sible for revision to be undertaken at any time, 
it was not until tlio middle of the year 1906—that is, 
not until after the new tariffs of the stales of Central 
and Eastern Europe had come into operatu)!!—that the 
reconstruction of the French tariff was tc'iken seriously 
into consideration. It is important to remark, however, 
that the movement did not originate with the Govern¬ 
ment, but with the Customs Commission of the Chamber 
of Deputies and although the Government put no obstacle 
in the way of the inquiries which the Commission pro¬ 
posed to undertake, with a view to the revision of the 
tariff, it did not at fifst .show any particular sympathy. 
Later tliis policy was modified to some extent, but the 
Government constantly* declined to put forward any 
proposals of its own, and maintained an independent 
and critical attitude towards ^he legislative proposals 
which, in default of Governmental action, were intro- 

17 
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duced by individual members of the Customs Commission 
and ultimately welded into a single Bill.^ 

The need for some measure of revision ^vas generally 
recognised. In the first place, industry had undergone 
great changes since 1892. New manufactures had arisen? 
such as those of automobiles, artificial silk, some electrical 
industries, typcwiitcrs and phonographs, synthetic per¬ 
fumery, and macliinery and mechanics’ tools of ad kipds, 
in response to the needs of new technical developments. 
There had been important changes in manufacturing 
methods also, the most conspicuous, perhaps, being the 
mercerisation of cotton goods, the mineral tanning of 
hides and skins, numerous electro-technical processes, 
and the production of special alloy steels by the utilisa¬ 
tion of such metals as tungsten and molybdenum. New 
natural products, such as quebracho (a dyeing extract), 
had made their appearance in French markets. Hitherto 
the customs administration had been compelled to deal 
with the products of new industries or methods by 
assimilating them as well as they could to the products 
already specified in the tariff schedules to which the 
resemblance seemed closest; but it had long been apparent 
that nothing short of a thorough revision in respect 
of both classification and nomenclature would be satis¬ 
factory. 

A further justification for the demand for revision 
was found in the changes which had been made in 1903 
and the following years in the customs tariffs of other 
European states. These had all aimed at greater 
specialisation, both in response to the facts of industry 
and as an improved means of giving tariff favours with¬ 
out unduly generalising them, and it was thought to be 
necessary for France to do the same. And in this con¬ 
nection the relation between the French minimum and 
maximum rates of duty called, for reconsideration, the 
fact being that the conditions in regard thereto had 
v,,become totally different from those anticipated in 1892.’ 

* Rapport GhUral, par M Jean Morel, pp. 39-40 and 49. 

• Rapport Giniral, pp. 60-1. 
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The rates lof duty of the maxin^m tariff were on the 
average about 15 per cent, higher than those of the 
minimum tariff, and the assumption had been that the 
maximum tariff would be the rule and the minimum tariff 
the eX(?^ption, the rates of the latter being applied only 
in a few cases or to the products of a few countries. 
In practice, however, the very opposite came to be the 
fact; tly advantages of the minimum tariff were ex- 
tendted to all European countries except Portugal, and 
to numerous non-European countri(‘s also. The result 
•was fhat the protection afforded to French industry by 
the tariff was very much less than its .autliors had in¬ 
tended, whilst the difference between the ma.ximuni and 
minimum scales was too small to render the threat of the 
imposition of the higher rates a very effective weapon 
in commercial conlhcts. It was, therefore, believed to 
be necessary to raise the level of the duties of the minimum 
tariff, and, at the same time, in order to strengthen the 
hands of the French (eivernment in commercial negotia¬ 
tions, to uicrt'ase the difference between the minimum 
and maximum rates. 

It will be observed that there was no suggestion of 
any change' in the commercial jiolicy of France, which 
followed the example of the United States rather than 
that of the (krman Empire and other states of conti¬ 
nental Europe. France, as the United States, had 
established two scales of duly; the lower scale to be 
applied, in whole or part, to the jiroducts of countries 
which did not discriminate unfavourably .against French 
products, and the higher scale to Ix' applied .against 
countries which did so discriminate. Unlikc' Germany, 
she had declined as a general iul(' to enter into treaties 
which should fix these minimum r.ates for any definite 
time, and consequently she had ntained her autonomy 
in tariff matters undiniinislied. There was qpw in 
France no controvcrsy»whatever as to the desirability 
of continuing this arrangement and the other charac¬ 
teristic features of French tariff policy, such as coloni^ 
preference and the surtaxes d'e»Urep6i; the revision was 
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to be, in consequence,^olely a revision of the rates of 
duty. 

The Customs Commission of the Chamber of Deputies 
held an elaborate inquiry, and produetd its report, 
together with the draft of a law amending the existing 
tariff, towards the end of 1908. The general lines on 
which it proceeded have already been indicated—^they 
were the increase of the general tariff (that ii^, of the 
maximum rates of duty), and the increase in numerous 
instances of the minimum tariff also; the greater differen¬ 
tiation between the maximum and minimum ratc^ (the- 
former were to be generally 50 per cent, in excess of the 
latter); the inclusion of new tariff headings; and a highly 
developed specialisation.' The revision was predomi¬ 
nantly in llie interests of industry, thus contrasting 
strongly with the latest rev'ision of the German tariff, 
which had been dictated largely by regard tor agriculture. 
No' changes were proposed in respect of the duties on 
such products as grain, live and dead meat, butter, 
margarine, lard, milk, hard cheeses, I'ggs, wine, cider 
and vinegar." The rates of duty on “ colonial produce " 
(sugar, molasses, coffee, cocoa, chocolate, pepper, pimento, 
nutmegs, cloves, vanilla, tea and tobacco) remained 
unaltered. No changes were made in regard to coal, 
coke, anthracite and wood charcoal. The policy of 
allowing the duty-free admission of practically all raw 
materials, and of compensating the French producers of 
similar commodities for the absence of protection, by 
the grant of bounties or in other ways, was also main¬ 
tained.® W'ry few changes were proposed in the schedules 
relating to chemical products, dyes and colours, woollen 
yarns and other woollen goods, and manufactures of 
wood. 

The most sweeping changes proposed in regard to the 
mininvnn rates, which so far as most industrial nations 

‘ A comparison of the propcjscd rates of duty with those of the 
1892 tariff is contained tn the Proposed New French Tariff, Cd. 
,^89,1909. 

* There is onty one scale of duty for grains. 

® Rapport GhUral, pp. 64-5. 
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trading with France are concernecfere alone of importance, 
were in the schedules relating to metals, where the duties 
were increased especially as regards special steels; manu¬ 
facture of ntetal, where there was a far-reaching re- 
(jjassification and increases in the rates of duty on such 
class^fe of imports as steam-engines, pumps and ventilators, 
agricultural machinery, machine tools, mechanicians’ 
tools, cables and wire, detached parts of machines, and 
wat^ljcs and watch movements; and the textile schedules, 
owing {inter alia) to reclassification, 'the imposition of 
•surta'^tes for mercerisation and stamping (gaufrage), and 
the increase of the rates of duty on the highest counts 
of cotton and linen yarns. Other important increases 
related to mineral-tanned leather, some classes of boots, 
shoes, and gloves, elastic tissues, scientific instruments 
and apparatus, certain kinds of cotton hosiery, paper 
and furniture. 

So soon as the Bill was laid before the Chamber of 
Deputies the French Government indicated its reluctance 
to accept a large number of the proposals, and after 
proceeding some way the debate was adjourned to enable 
discussion to take place between the representatives of 
the Government and the Customs Commission. As a 
result agreement was reached as to only a comparatively 
small proportion of the tariff numbers in dispute. As 
to all the more important schedules the difference of 
opinion still continued, the Government asking simply 
for the maintenance of the* existing rates of duty. This, 
however, would clearly have defeated the whole object 
of the revision, and when consideration of the Bill was 
resumed in the Chamber of Deputies the Government 
gave way. It was, however, able to exercise a modera¬ 
ting influence, and ultimately the new classification of 
cotton and woollen tissues, and most of the* increases of 
duty upon these and upon silks and silk ribbons of 
European origin, were firopp^d; and in a number of 
instances (such as special steels, iron and steel and tvire 
thereof, tools, and boots and shoes) the changes were 
less drastic than those originally proposed. 
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The Bill passed the •Chamber on December 29, 1909, 
and was referred by the Senate to its own Customs 
Commission, of which M. Moline was a prominent mem¬ 
ber. The Senate was undoubtedly much*'more proteo* 
tionist in its sympatliies than the Chamber of Deputiej^ 
and such alterations as it was possible .to make ht the 
limited time available for consideration and inquiry 
(for the Government was anxious that the neiv tariff, 
whatever its nature, should come into force at the Com¬ 
mencement of April) were, as a rule, in the direction of 
a still further increase of the rates of duty.^ Though* 
the Government continued to object to a number of the 
proposed rates, and was able, as in the Chamber, to 
exercise a moderating influence, it does not appear to 
have made any very strenuous effort to assert itself. 
The Bill as amended by the Senate Commission and by 
thf Senate itself was adopted by the Chamber of Deputies 
almost without debate by an overwhelming majority 
(416 votes to 92); it was promulgated on March 30, and 
came into force on April i, 1910. The most striking 
thing in its history was the mann(;r in which the various 
Ministries which were in office whilst the revision of 
the tariff was under consideration endeavoured apparently 
to divest themselves of responsibility for the decisions 
which might ultimately be taken. Such a course is 
natural, and even proper, in the United States, where 
the Constitution aims at the independence of the executive 
and legislative authorities; but it is remarkable in a 
country possessing a system of parliamentary govern¬ 
ment. 

The general nature of the new tariff as compared with 
the old has already been indicated. Out of 654 tariff 
numbers, about 500 were revised, but in an appreciable 
proportion of cases only the maximum tariff rates were 
raisecl, or there was a simple alteration of nomenclature. 
A few increases were tpade iVi respect of agricultural 
products, especially hops, salted meat, lard, and some 

1 Rapport fait au nom dc la Commission des Douanes du Sinat, 
par M. Noel, 1910, passim. 
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table fruits; but the great majority of the changes related 
to manufactured goods, and here the very extensive 
changes in clas|ification and the advance in specialisation 
r^der jjt extremely difficult to estimate the extent of 
the increase, and practically impossible, in the absence 
of sufficiently detailed statistics, to form any judgment 
as to the effect of the new duties on the trade of various 
coui^ric# with France. The reductions of rates of duty 
were rfew in number, the most conspicuous being in 
respe<jt of pure alpaca j'arns (which were to be admitted 
free), soya and maize oils for soap-making, aluminium, 
sulphate of soda, indiarubber sheets and pure vulcanised 
threads. There were also instances in which increased 
specialisation involved a reduction of the rates on some 
classes of a particular commodity whilst increasing the 
rates on other classes.‘ 

The system by which surtaxes varying in amount ijre 
levied on certain European goods imported into France 
from countries other than those of origin, and on all 
non-European goods (with a few exceptions) imported 
from European countries, was continued, the objects 
being, of course, to aid French shipping and secure for 
French ports some share of the distributing trade.^ 

The new law made no change in regard to the existing 
commercial relations between France and other countries; 
it simply substituted one set of rate schedules for another, 
and with two exceptions, Portugal and the United States, 
all important countries trading with France were already 
enjoying the advantages of the minimum tariff in whole 
or part. With regard to Portugal the position has not 
been modified, but the danger of a tariff war with the 
United States, which would have subjected France to 

‘ A comparison of the aid and new rates of du»y is contained 
in the New French Customs Tariff, Cd. 5127, issued by the_Board 
of Trade. 

• This surtax d’entrepot is ifot levied on raw wool from Australia, 
South Africa or India, raw cotlon*from India; jute, phormium 
tenax, and esparto; and plumbago from Ceylon. The rate varies . 
on Colonial produce; on most other articles it is 3 fr. 60 per loff 
kilo. * 
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their new maximum tariff from April i had an agree¬ 
ment not been reached, was averted. A curious pro¬ 
vision of the new French law authorised the Government 
(subject to legislative approval) "to maintain,in fofBe 
exceptionally and as a temporary measure the rates «of 
the general [i.e., maximum] tariff in f^irce prior to the 
present law as regards all or any goods the produce of 
countries which do not subject French products to any 
differential treatment whatever.” The exact purpose 
of this clause was not clear, unless it were to give the 
French Government the opportunity of establishing an 
" intermediate ” tariff, following in this respect the 
example of Canada; but it was immediately utilised in 
an agreement with the United States. Under this 
arrangement, which was confirmed by the Legislature 
on the same day as the new tariff was enacted, the United 
Slates obtain the new minimum rates on a large number 
of commodities, including, however, some (such as those 
on coffee, cocoa, pi'pper, tea, and coal) in which they 
are not specially interested and not including any of the 
rates in the textile schedules, and the old general tariff 
rates are continued in respect of certain of their c.xports, 
such as preserved fruits, fine cutlery, some classes of 
boots, iron and steel tubes, common brushware, and 
various other articles. 

The new French tariff was accepted by the countries 
with which French manufacturers were in competition, 
if not with equanimity at least without active protest, 
except on the part of Germany and Belgium. Only in 
the latter case was there any threat of reprisals, and even 
there the suggestion of the manufacturers that some 
French imports into Belgium, especially wines, should 
be subjected to increases of duty, by way of retalia¬ 
tion, though it found some official support, was not 
adopted. 

The tariff came into force bn April i, 1910, and the 
following table shows the movement of French foreign 
'^rade from 1910 to 1913, the last complete year before 
the Great War: 
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Year. 

) 

% 

-%- 

Imports for Hom« 
Consumption. 

Exports of Dom«ttic' 
Produce. 


Tot.il. 

MAnufactuml 

GorXls 

ToUl. 

1 Manufftctured 
Goods. 








* 

Million ( 

Million £ 

Million £ 

MlUmn £. 

1910 


2 86-i) 

59-6 

249-4 

1 137-8 

I9II 


322’0 


24 VI 

1 » 40-4 

19x2 

g.. 



208-5 

156-7 

19:^ 

• 


336-9 


275-2 

1 167-3 


• Duftng these four years the production of pig-iron 
rose from 4-1 million tons to 5-2 million tons; the con¬ 
sumption of raw cotton rose swiftly from 3-1 million cwt. 
in 1910 to 5-4 million cwt. in n)i2, leceding slightly in 
the following year; the consumption of raw wool declined 
from the high level of i()0() and remained practically 
stationary at from 500 to O02 million lbs., though it 
dropped to 567-8 million lbs. in 1912; the consumption 
of raw silk fell very heavily, and in 1913 reached the 
lowest point recorded for many years. There was some 
progress made in the commerce and industry of France 
during the four years from the enactment of the tariff 
of igio to the outbreak of the European War, but it was 
in no way comparable to the development shown by her 
great industrial competitors on the west and on the east. 
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